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How to 


uild your load 


You can increase your load . . . by promoting 

Silex to every restaurant and soda fountain on 

your lines. Use these seven selling points... 

to get the orders. 

1. A glass coffee maker is no better than its 
glass. Silex uses only the famous Pyrex brand 
glass, guaranteed against heat breakage. 

2. The Silex brewing units have higher speed 
and greater efficiency. 

3. Stainless steel range bodies, with chrome 
plated brass tops, cups and fittings mean 
longer life. 

4. Silex Moldex handles are cool . .. have sure, 
safe grip. 


Standardized small parts. 

. Operating capacities and prices to meet 
conditions. 

. Regular and frequent appearance of Si 
advertisements in magazines and newspap 
are making your consumers “Silex-conscio 

Your consumers are half sold now. Silex 
stallations are easy to make. Drive for t 
business. 

We’re arranging load building campaigns 
many utilities now. We'll gladly help you 
yours. Simply write us today. 


i §1n€ X 


FASO MARK REGISTERED U.S PAT OF E, 


THE SILEX COMPANY DEPT. 


1119 HARTFORD, CON 
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TIRE DELAYS ENDED" 


BAY DOZENS OF UTILITY OPERATORS 


"We used to have two or 
three road delays a week from 
ire failures. Since using Good- 
ich Silvertowns we haven’t 
had a single one.” 


i » 
yw 


That’s a typical statement 
rom a utilitycompany. Truck 
pbwners everywhere have had 
he same experience since the 
troduction of the Triple Pro- 
ected Silvertown. Goodrich 
ngineers set out to lick the 
problem of sidewall failures. 

hey found that 8 out of 10 
premature failures occur in 
he sidewall “Failure Zone.” 

ey developed three separate 
afeguards to strengthen the 
ire at this point. Taken to- 
gether, they called their in- 
vention Triple Protection. 


Protects Against 
Blow-outs 
And it’s the greatest pro- 
tection against sidewall breaks 
and blow-outs ever offered 
Here are three de- 
found only in 


truckers. 
velopments 
Silvertowns: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


- 100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies — reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-126 


With today’s loads, today’s 
speeds, you need this added 
protection. It should increase 
the safety of your truck oper- 
ation, cut down on delays and 
repair bills, save you real 
money on tire costs. 

Ask the man in charge of 
tire purchases to check the 
Goodrich story. Have him 


run tests. Investigate every 


claim. We think you will be 
surprised at what Goodrich 
Silvertowns and Goodrich 
service can do for you. 

If you prefer, write us di- 
rect for information on what 
we are doing for other com- 
panies. Write your name and 
address in the margin below. 
Tear off and mail today. 


** The B. F. Goodrich Company, Akron, Ohio «x 
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Gas Line Construction 
and Maintenance Body 





TYPE 3246 


THE AMERICAN ALL-METAL GAS LINE CONSTRUC. 
TION AND MAINTENANCE BODY has been developed for 


utilities and use on trucks equipped with or without air compressors. 
MAY WE NOT SEND YOU DATA ON EQUIPMENT TO MEET YOUR NEEDS? 


Largest Exclusive Manufacturers of Standard 
Utilities Equipment for Motor Vehicles 


THE AMERICAN COACH & BODY COMPANY 
3809-15 Clark Avenue, CLEVELAND, OHIO 
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ow that elections are over and the heart- 

aches of the vanquished have somewhat 
subsided along with the headaches of the vic- 
tors, we emerge upon a- period of inventory in 
the affairs of business, as well as in the field 
of government. During these remaining 
weeks of 1936 there should be some sound 
thinking about what’s ahead. With the new 
Congress convening January 5th, it is impor- 
tant that both government and business con- 
sider their respective positions and prepare 
their programs for suitable exposition in the 
public interest. 


It is to be hoped also that Victory will sit 
gracefully on the newly elected congressional 
majority—that its success will be tempered 
with a strong sense of responsibility, par- 
ticularly in the field of regulation of business 
enterprise. As the recent deliberations of 
the National Association of Railroad and 
Utilities Commissioners (assembled in their 
48th Annual Convention at Atlantic City) 
have emphasized, the Federal government 
must not take every state and county in this 
country as its regulatory playground, en- 
tirely disregarding constitutional principles of 
state rights and certain inherent virtues of 
decentralized, local regulation. 


In short, it is to be hoped, that success will 


not go to the heads of the new Congress as it . 


did to the very ordinary sort of fellow who 
got suddenly rich by striking oil and who 


RILEY E. ELGEN 


“Regulation is blamed for a lot of things 
by those who don’t understand it.” 


(See Pace 688) 


got awfully swell-headed and bigity about 
himself—always trying to impress everyone 
with his newly found importance. One day, 
slightly intoxicated with power or perhaps 
under some more tangible influence, he rushed 
into a railway station and slammed a twenty 
dollar bill down on the ticket seller’s window, 
demanding, 

“Gimme a ticket.” 

“Where to?” asked the agent. 

“Anywhere. It doesn’t make any differ- 
ence. I got business all over.” 


¥ 


HERE are probably some in Congress who 

feel that the Federal government has 
regulatory business “all over.” And there 
are those “authorities” outside of Congress 
who seem to think that regulation is some 
kind of am experimental ‘game for academic 
test tubes. The pragmatic approach is all 
very well in the laboratory, where only speci- 
mens can be ruined, but how wise is it to 
trust the destinies of real essential industries 
to the improvisations of these aspiring Peters 
Pans of regulation? 


CHAIRMAN Ritey E. Etcen, of the District 
of Columbia Public Utilities Commission, 
whose article on practical regulation from the 
viewpoint of a regulator (beginning page 688) 
is a regulator whose background qualifies him 
to speak on that subject. His well-known 
record as the presiding head of one of the 
most successful utility commissions in the 
United States is only the fruit of a long and 
serious apprenticeship in the study of regula- 
tion. Born in Maryland in 1882, Elgen be- 
gan, soon after his graduation (B. S. '03) 
from St. John’s College in Annapolis, a 
career as a railroad engineer (the slide-rule 
variety—not the gent at the throttle). From 
1916 to 1932 he served—sixteen years—as a 
valuation expert in the Interstate Commerce 
Commission. In 1932 he was named to the 
regulatory body over which he now presides. 
It might be added, significantly, that no one 
has ever seriously urged in the District of 
Columbia that commission regulation has 
“broken down.” Ask any Washingtonian. 


Frank Futter Fow.e (whose article on 
Federal power experiments begins on page 
696) is a new contributor to the ForTNIGHTLY, 
but the name is not likely to be new to the 
majority of our readers, in view of MkR. 
Fow e’s national reputation as a consulting 
electrical engineer. Although his career has 
embraced important professional responsibil- 
ity with some organizations as the American — 
Telephone and Telegraph Company, the city 
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5 Times Faster 


UT OFFICE EXPENSES BY ELIM- 
ATING HAND FOLDING 


Multigraph Noiseless Folding 
Machine in your office with one 
irl to run it, will turn out folded pieces 
icker, neater and at less cost than a 
roup of employees taken at intervals 
om their regular routine work. 



















lass 1520 Multigraph Folder is a prac- 
cal machine for the 
. billing department 
(invoices and statements) 
. sales department 
(bulletins and price lists) 
. advertising department 
(direct mail material) 













e NO “TIME OUT" FOR HAND FOLDING » » » 
e STATEMENTS MAILED PROMPTLY WITHOUT OVERTIME 
e OFFICE ROUTINE NOT AFFECTED BY CIRCULAR MAILINGS 


ERFORMANCE .. High speed, ranging from 4,000 to 15,000 folded sheets per hour 
depending upon style of fold and size of sheet . . . quiet, smooth 
running, electrically operated . . . easily moved from place to 
place. 


RSATILITY .. Handles most of the popular folds used in the average business 
office . . . folds various grades and weights of paper . . . single 
sheets or collated groups stapled together . . . sizes, 41/" x 4" to 
12" x 19", 

IMPLICITY .. Self-contained unit with no separate attachments . . . changes 
from one standard fold to another quickly made by means of 
easy adjustments . . . an office machine to be operated by office 

employees. 

















\ demonstration can be arranged at your convenience on your own work, PROVE the 
ficiency of this modern office tool. Write us or consult the classified section of tele- 
hone books in principal cities for address of nearest office. A machine will be promptly 
laced at your disposal—entirely without obligation to you. 







MULTIGRAPH COMPANY 


ADDRESSOGRAPH-MULTIGRAPH CORPORATION CLEVELANI 
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of Chicago, the National Electric Light Asso- 
ciation, and important offices in various pro- 
fessional societies, including the Western So- 
ciety of Engineers of which he is now presi- 
dent, Mr. Fow.e is perhaps best known to 
his professional colleagues as the editor in 
charge of Standard Handbook for Electrical 
Engineers since 1913. He was also associate 
editor of the Electrical World, 1912-13. He is 
at present senior member of Fowle & Cravath, 
Chicago consulting engineering firm. 


¥ 


NOTHER new contributor to the FortNIGHTLY 
is FRANK E. SEIDMAN of the firm of Seid- 
man & Seidman, certified public accountants 
of New York, Chicago, Washington, and 
points West, North, and South. Mr. Sep- 
MAN (whose article begins on page 701) has 
a rather depressing theory about holding com- 
panies. He thinks that the new Revenue Act 
passed by the expired 74th Congress may tax 
such groups to death long before the SEC can 
ax them to death in 1939 or whenever the 
statutory death sentence is put into effect on 
individual combinations. From his experi- 
ence in utility as well as tax matters, Mr. 
SEIDMAN should know what he is talking 
about. Prior to his membership in the ac- 
counting firm, he was an examiner for the 
New York Public Service Commission and a 
statistical analyst for one of the larger un- 
derwriting houses. 


Owen ELy, author of the leading article in 
this issue on the very controversial and in- 
teresting subject of proposed power pooling 
between the Federal government (particularly 
TVA) and the privately owned electric indus- 
try, will be recalled as the contributing editor 
of the FortnicHtty’s financial department 
for the last year and a half. Mr. Ety is an 


FRANK E. SEIDMAN 


“When the SEC gets there, will 
the cell block be bare?” 


(Sze Pace 701) 


FRANK F. FOWLE 


“What do the electrical engineers really think 
of some of the Federal power projects?” 


(See Pace 696) 


up-state New Yorker who graduated from 
Hamline (A.B. 710) and Syracuse (A.M. ’11) 
universities. He began his business career as 
a statistician with the New York Central 
Lines in 1914 and since has become widely 
known through his writings as an expert on 
railroad and utility finance. 


¥ 


E have been hearing a flood of post-elec- 

tion stories of late. In spirit with our 
foregoing suggestion that certain political 
victors should look to their laurels, we re- 
call the late President Woodrow Wilson’s own 
favorite story, which was very much on him- 
self. It appears that after his second election 
he was traveling through Missouri and or- 
dered his special train to side-track near Han- 
nibal, Mo., so that he might make a quiet 
pilgrimage to the monument there erected to 
Mark Twain. Thinking to tease a passing 
native, who evidently failed to recognize him, 
he asked the man if he remembered Tom 
Sawyer. 

“Never heard of him,” 
swered. 

“Do you recall Huckleberry Finn?” asked 
the President. 

“Finn? Finn?” mused the native. “There 
used to be some Finns down the road a piece 
but wl don’t recall a Huckleberry amongst 
em. 

“Do you happen to recall Puddinhead Wil- 
son?” said the President. 

The native brightened, “Oh, yes, sure; I 
voted for him twice, sir.” 


THE next issue will be out December 3rd. 
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THE NOISE IN OUR 


OFFICE DRIVES ME 
CRAZY... SOUNDS 


LIKE A BOILER FACTORY 


@ The clatter of ordinary (platen-pow 
ing on nerves, costs business thousands 


the poor executiv¥ 
who sits at 4 noisy 
the firm money in “ti 


Replace 4 section of your stenogra 
Remington Noiseless typewriters - - 
atented ressure -printing- Make a care 
Note the cleaner originals, sharper copies, © 
the let-up in operator fatigue - -- 

‘ch as 19% greater efficiency- 
‘ily costs less to use too. P 


actua 


today or write Remington han 


ITS YouUR WO/SY 
TYPEWRITERS: yUST 
TRY ONE OF THOSE NEW 
REMINGTON NOISELESS 
TYPEWRITERS... SUCHA 


GRAND RELIEF! 


nding) ty writers, bang- 

of dollars a year- Pity 

fire. Pity the irl too, 

1 No wonder she costs 
_ . and lost energy- 


department with new 
he machine with the 


-to-day check. 
ent stencils . mes 


d speed that gives 
The Remington Noiseless 
e Remin Rand office 
d, Buffalo, New York. 


OK. ifs from Remington Rand 
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SG, AFE PROGRESS in SWITCHBOARDS 


Offices in 
Principal Cities 


Pantograph mounting for circuit breakers is typical of the way 
I-T-E improves switchboard construction. Gain in flexibility 
and other operating advantages is matched by an advance 
in safety. 

Details of I-T-E withdrawal type construction, as used in 
many recent central station switchboards, are available in 
Bulletin 368. The bulletin includes all features of I1-T-E 
steel-enclosed switchboard design. 


I-'T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


ArtHuR E. Morcan 
Chairman, Tennessee Valley 
Authority. 


EconoMIst oF Lonpon 
British Financial Publication. 


Grorce W. Norris 
United States Senator from 
Nebraska. 


Rocrer Basson 
Preélection statement. 


C. E. GrorsBecK 
President, Electric Bond & 
Share Company. 


Frank E. Bourceols 
Chairman, Anti-St. Lawrence 
Seaway Treaty Committee. 


Epwarp DANA 
President, American Transit 
Association. 


ALEXANDER Dow 
President, Detroit Edison 
Company. 


Dr. Joon BAvER 
Director, American Public 
Utilities Bureau. 


Froyp L. CARLISLE 
Chairman of the Board, Consoli- 
dated Edison Company 
of New York. 


—MONTAIGNE 


“The Norris dam is not unique in being rapidly con- 
structed.” 


> 


“Technically, the American power industry leads the 
world; its financial history is rather dubious.” 


¥ 


“The power trust is the greatest combination of greed 
and monopoly ever put together by human hands.” 


¥ 


“Surely the party which is elected next month can 
hold its power in 1940 only by avoiding any election.” 


¥ 


“For every dollar paid out in wages, our operating 
companies included in expenses 70 cents to pay taxes.” 


Sd 


“It is our plan to draw up a coordinated plan of 
attack by our committee and the Mississippi Valley 
Association.” 


“=. . experience has taught us that the trend of 
passenger traffic on transit lines throughout the country 
is an excellent business barometer.” 


> 


“T think it is a piece of lunacy to require a utility to 
keep books with the year of our Lord on one side and 
every piece of apparatus on the other.” 


y 


“The important responsibility of assurance that there 
are jobs for everyone cannot be left satisfactorily to 
private business placed under government control.” 


¥ 


“The criticism of the American private utilities has 
related almost entirely to their financing. Some of that 
criticism was founded in fact, and the wrongs have been 
severely condemned by the leaders of the industry, but 
unsound finance is not representative or general in the 
business.” 
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FEWER MOTIONS MEAN 
SPEED AND ACCURACY 


Many concerns are finding the short-cut way of 
figuring both simple and practical. Naturally it 
results in greater sustained speed, because there’s 
less to do. Naturally it is more accurate, because 
with fewer operations to perform there are fewer 


chances for error. 


Let the Burroughs representative show you in your 
own office and on your own work what these savings 
can actually mean to you. Telephone the local 
Burroughs office. Or, if more convenient, write 


direct for free, illustrated, descriptive booklet. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
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ELIMINATES 
NEEDLESS 
MOTIONS 


waru 


2 
1 
5 
2 
35 
6,71 
1 
5 


N 
coococovouuc 


OUNOUNUOHS 
oouw 


THE 10 TYPICAL AMOUNTS 
ON THIS TAPE WERE 
LISTED AND ADDED IN 
ONLY 11 OPERATIONS 


Because two or more 
keys, together with the 
motor bar, can be de- 
pressed simultaneously 
on the Short-Cut Key- 
board. 


Because there is no 
cipher key to depress 
on the Short-Cut Key- 


board. Ciphers print 
automatically. 


For example—by the Bur- 
roughs short-cut method the 
first amount ($24.50) was listed 
and added by depressing the 
sogee key, the Segre key, the 5" 
key and the motor bar—ail in 
one single operation. 


Had each key and the motor 
bar been separately 
—and had there been a cipher 
key to depress—it would have 
required 51 operations instead 
of 11 to list and add the 10 
amounts shown on this tape. 
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14 REMARKABLE REMARKS (Continued) 


Epitor1AL STATEMENT 
The New York Times. 


Dr. James C. BonBRIGHT 
Professor, Columbia University. 


Dr. Davin Fripay 
Washington, D. C., economist. 


Jay FRANKLIN 
Newspaper columnist. 


Frank D. CoMERFoRD 
President, Edison Electric Illu- 
minating Company of Boston. 


REVEREND WILFRID Parsons 
Professor of Economy, 
Georgetown University. 


Davin LAWRENCE 
Political commentator. 


HERMAN A. BAYLESS 
Counsel, Mississippi River System 
Carriers’ Association. 


“Charles E. Hughes was a socialist when, a generation 
ago as governor of New York, he gave us the public 
service commissions to keep an eye on the utilities.” 


¥ 


“It (an adverse TVA court decision) would drive the 
liberals to frantic action—for they consider the TVA in 
high esteem since it represents a truly social movement.” 


¥ 


“We really had the business revival after May, 1935. 
That was the month in which the United States Supreme 
Court mercifully took the gun, in the form of its power, 
and shot the bear which President Roosevelt had by the 
tail, namely, the NRA.” 


¥ 


“The (World Power Conference) sessions were stim- 
ulating, harmonious, and of great interest to power tech- 
nicians and planners from all over the world. The point 
is that in almost any other country in the world such 
a spectacle would have been impossible.” 


¥ 


“There is no danger of a power shortage in New 
England. Even if consumption of kilowatt hours and 
peak load demands should continue to increase steadily 
for the next year or two as during the last year, existing 
facilities of the power companies could handle the situa- 
tion with a comfortable margin in reserve.” 


* 


“By a paradox, only the government can restore to 
us the power to resist the encroachments of government. 
But once this form of organic society has been set up, 
it is the duty of the government to stand aside and let 
the system run itself. In fact, by the very nature of 
such a system, the government will be automatically 
excluded from its operation.” 


* 


“Our course ahead is plain. It calls for national leader- 
ship and national statesmanship by those in command 
of our government in Washington, but the paramount 
duty is not to abandon state sovereignty or to supersede 
it with a disciplinary Federal authority but to work 
out as true Americans the destiny of a dual system of 
sovereignty—a blend of both powers.” 


> 


“In view of the rich coal-bearing regions of the Ohio 
valley and the tremendous tonnage of coal transported 
on the river, consideration should be given to the loss 
which this industry would suffer through the substitu- 
tion of hydroelectric power, however cheap it may be, 
and to the great loss in employment of those engaged 
in the mining and transportation of coal.” 
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New CE Boilers for- 


Detroit Edison Co. 


od 


Conners Creek 
Station 


Capacity— 392,000 Ib per hr 
Design Pressure—710 Ib 
Total Steam Temperature—850F 








° 


1 a sectional elevation shows one of 
eight CE Boilers purchased by the De- 
troit Edison Company for the modern- 
ization of its Conners Creek Station. 
Four of these units are operating, two 
are now being installed and two are in 
process of manufacture. 


The contracts awarded to Combustion 
Engineering covered the following equip- 
ment: bent tube boilers, Elesco super- 
heaters and economizers, air heaters and 
water-cooled furnaces. 


Notable advances in power plant design 
have been made since Conners Creek first 
went into service in 1915. The new 
boiler drums are of fusion-welded con- 
struction. Modern methods of air con- 
trol and superheat adjustment make 
possible highly efficient operation through 
a very wide range of load. A compara- 








-— complicated heat balance is re- CE PRODUCTS e All types of 
placed by a simpler one of higher effici- 
~ eee SPURNAGES 


PULVERIZED FUEL SYSTEMS 
HEAT RECOVERY EQUIPMENT 


Fabricators of pressure vessels, tanks, etc., welded 
or riveted, in carbon, alloy or clad steels. 











COMBUSTION ENGINEERING COMPANY, INC. 
200 MADISON AVENUE - NEW YORK 





Canadian A tion Engineering Corporation Ltd., Montreal 
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STREAMLINED 


TO CUT DOWN SALES RESISTANCE 


a designers did more than streamline 

beauty into these super-smart, super-modern 
gasranges. Working with Estate engineers, they 
streamlined Estate Gas Ranges against sales re. 
sistance by building into them outstanding ad. 
vantages which appeal immediately to a 
woman’s buying sense. Result: Record breaking 
sales for Estate Gas Ranges in 1936. 


Smart merchandisers, realizing what they have 
in the Estate line, are pushing it—and going 
places at high speed. 


THE ESTATE STOVE CO. - HAMILTON, OHIO 











[ Complete Protection | EFFICIENCY 


ACCURACY 
ECONOMY 


IN THE OPERATION of any 
power plant, whether steam or 
water, ECONOMICAL opera- 
tion is dependent on the EFFI. 
CIENCY of all units. 


SIMPLEX METERS, in accurately 
measuring water input and steam 
output, provide a permanent and 

ACCURATE check on plant ef- 


ficiency. 


LET SIMPLEX ENGINEERS help 


ti poe oe of paid - you to produce power with great- 
ranstormers. uminum or rust-proote er economy. 


steel. Completely weatherproof. 


Catalog No. W-300 PIT 


Write today for complete information, 


SIMPLEX VALVE & METER CO. 


WALKER ELECTRICAL CO. 
F Atlanta, Ga. i 6761 Upland St. Philadelphia, Pa. 
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Partner of A. C. S. R. as a contributor to central station economy 
Alcoa Aluminum Bus Bar. Tubes, rolled flats, structural channels 
d angles give wide scope to system design. Lightness and ease of 
brication save money on indoor or outdoor structures. Aluminum 


ompany of America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


LCOA-ALUMINUM 
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ELECTRIC TEA KETTLE 











Hot Water for the 
Morning Shave 

















Numerous Uses 


For Washing and 
in the Kitchen 


Rinsing Dishes 








In the Nursery for 


When Laundering Baby's Milk 
aby’s Milk, etc. 


Delicate Fabrics 


A Grand Gift... 


POPULAR WITH RANGE OWNERS 


The latest electrical appliance—especially 
popular with electric range owners. Pro- 
vides hot water speedily and economical- 
ly. Handy in bathroom or kitchen— 
connects with any convenience outlet. Ef- 
fects savings of up to 40% in current 
consumption. 


SPEEDY—ECONOMICAL 


It brings 2 pints of water to a boil in less 
than 6 minutes (capacity 5 pints). Then 
a melodious whistle acts as a reminder to 
shut off the current. A cool trigger lifts 
spout cap when filling or pouring. 


Write for complete information regarding 
this load-building appliance. 


WEST BEND ALUMINUM COMPANY 
DEPT. 66A WEST BEND, WISCONSIN 


VILL ddd Vi 
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THE MERCOID SWITCH 
ELIMINATES ALL 
CONTACT TROUBLE 


CONTROLS ARE THE MOST IMPORTANT 
UNITS IN ANY TYPE OF AUTOMATIC HEAT- 
ING OR AIR CONDITIONING EQUIPMENT 


If the controls cease to function or fail to operate 
correctly, the whole equipment follows suit. « It 
is obvious that the better the controls, the better 
the performance of the equipment. « The Mercoid 
Corporation has steadfastly adhered to the policy 
of making only the highest grade of controls. 
The quality was never sacrificed for price. 
THE MERCOID SENSATHERM 
illustrated above, is outstanding for its sensitivity 
and reliable performance. There are many thou- 
sands of these thermostats in service over a long 
period of time, and all are giving complete satis- 
faction. e Further details of the Sensatherm as 
well as on all other Mercoid Controls, contained 
in Catalog No. 100-PA. Write for a copy. 





THE MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
MANU-ACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-PA TO: 
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DAVEY LINE CLEARING SERVICE 


Why Davey Service? PIPE 
Shrewd-buying utility companies here, there and STOPPERS 


everywhere, are turning to Davey line clearing serv- 
ice because among other things the cost is right. 
They like it because it is: 


®@ Economical All Types 


© Quickly Available PIPE LINE SUPPLIES 


@ Fffective Goodman Stoppers 
Gardner-Goodman Stoppers 
@ Liked by Tree Owners Goodman-Peden Stoppers 


Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 





Davey men are capable. They are alert, indus- 


trious, painstakingly selected. All are completely Plugs, Service & Expansion 
trained in the handling of tree problems. They are Pumps 

specially trained to do efficient, skillful line clearing Masks 

work, A Davey representative can tell you more. Brushes 


Tape—Soap & Binding 





Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER | 


DAVEY TREE SURGEONS 523 Atlantic Avenue 
Brooklyn, New York 


THE DAVEY TREE EXPERT CO., Kent, Onio 
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1.—The only - fitting . 2—Dactile copper 3.—The Hays 45-90 4.—Elimination of 5.—The flange 
for copper pipe with pipe can be bent, Double Seat provides threading makes it pened —_ ond 
standard threading eliminating a great a@ double tight con- possible to use lighter tien quickly 

to tie'in with present deal of cutting and nection that is per- pipe with no sacrifice . ed by the ca; 
plumbing. ing: manently leakproof. in wall strength. rt A F 








More than 400 STYLES and SIZES oi 
DOUBLE SEALS to select from ...-. 


A close study of the illustration will suggest scores of uses in your plant for the Hays 
Plumbing Method. The heart of the method is of course, the Double Seal fitting, of 
there are over 400 Styles and Sizes. Hook up new appliances; make plant piping rep 
and install service lines for water or gas with the Hays Copper Method. 


Double Seals are used to pipe water, gas, gasoline, oil, air and many chemicals. 
the only method that ties in 100% with Iron pipe. Write today for complet 















It 
det 











HAYS MANUFACTURING CO. ERIE, P 


wnpenwarrens: FO TT VE eet 


LABORATORIES 


Th 
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QOKS LIKE $1,000,000 


ind RICZ&ID 65R Threader Performance 


is even better than it looks 





RIGID designers early decided 
that a pipe threader might as well look 
handsome enough to inspire care, 
even if it didn’t need special care. 
So you have this bright rugged 
RIAID No. 65R Threader to take 
pride in. But at that your chief pride 
will be in the smooth clean easy job 
of pipe threading it does. Threads 4 
sizes of pipe with one set of dies, 
any pipe, any thread variation. New 
workholder sets to size mechanically 
and tightens with one screw. Thumb 
et releases dies from threads when backing off and reverses ratchet. Straight line action, 
ndle to dies, no cock or wabble. You'll like it. See your Jobber or write for the whole story 
these remarkable tools. 





This famous RITA Wrench is guaranteed 


an > 
e= =) ("Gs without quibble—if the housing ever breaks or 
| | Ss distorts, we'll replace it free. And it has plenty 


— of other advantages. 





THE RIDGE TOOL CO., ELYRIA, OHIO 


iZeib PIPE TOOLS 


REG. U. S. PAT. OFF. 
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Satisfactory 
Cinder Removal 


Buffalo Cinder Eliminating Induced Draft Fans are d 
purpose fans. They serve as high-efficiency induced d 
fans, and also clean the stack gases of cinders and d 
They are neither new nor experimental—but on the cont 
are operating successfully in public utility power static 
and industrial plants. 


Because Buffalo Forced and Induced Draft Fans meet eve 
requirement of the largest steam plants—they merit yo 


ages consideration. Write for Bulletins 2872 and 2873. 
“TAKES 
CINDERS BUFFALO FORGE COMPANY! 


OUT” 444 Broadway Buffalo, N. 


Cinder Eliminating 
Imduced Draft Fan 


This page is reserved under the MSA PLAN (Manufacturers Service Agreeme::t) 





- 19, JommMovem>er 19, 1936 Public Utilities Fortnightly 











NEVER EQUALED FOR 


ERVICEABILITY 


For 10, 20 and Even 30 
Thousand Hours Gargoyle 


D.T.E. Oils retain their ability 


to Lubricate Efficiently 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPARY - MAGNOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 
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HK: TAG of CERTIFICATION 
“COPPERWELD” wine a2 


Nine rigid tests, that the finished wire 
must pass before shipment or stranding, 
make certain that it meets exacting speci- 
fications. These, together with the many 
tests of raw materials and of those in 
process, maintain the high quality of 
Copperweld products. 


All genuine Copperweld wire and strand 
bears such a tag of Certified Inspection. 
It is your guarantee that the product is 
time-tested, rigidly inspected Copper- 
weld, 


COPPERWELD STEEL COMPANY 


GLASSPORT---- PA. 








WHICH TO BUY 


RICTION tape leoks much the 

same in every roll. But ASTM 
Specifications provide tests which 
indicate performance quality. 


Of six samples recently tested 
at E. T. L., two were twice as 
good as the rest, yet they cost 
only half as much! 


That’s why many utilities like 
to Know by Test on everything they 
buy, use, sell or service. Write 
for your copy of an interesting 
new booklet which explains our 
services and suggests how we can 
help you. 


39 Years of Service 
to the Electrical Industry 


ELECTRICAL 
TESTING ; 
LABORATORIES 
t and East End Aveque 
vw York, N. Y * 


a 
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How a BETTER WELD assures 
A BETTER PIPING SYSTEM 


Engineers prefer the plain cir- 
cumferential butt weld that Grinnell 
Welding Fittings make possible. 

Any qualified pipe welder can, 
without difficulty, make one or a 
hundred welds of this type per- 
fectly. Welds that result in smooth, 
clean inside surfaces. No ragged, 
sharp corners. No slag within the 
pipe. And complete uniformity of 
all welds everywhere in the system. 

Grinnell Welding Fittings are 


seamless, smooth inside and out. 


They weld easily. Their welding 
ends match up to pipe, whether 
Standard, Extra Strong, or O.D.— 
and their pressure-temperature 
ratings are the same as seamless 
pipe. 

These Grinnell Fittings assure 
simpler, cleaner, more uniform 
installation of any piping system. 
Catalog 2 gives full details. 


, IeSor 


G 1S INVOLVED. 
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RILEY PULVERIZER. 


in Central Station 





Plant after plant in the Public Utility industry has swung to il 
Pulverizers ... definitely establishing Riley as one of the lead 


A few Public Utilities using Riley Pulverizers . . . 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Ordey 
Hartford Electric Light Co., Conn. .. . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Back Pressure Valves 


Choose the CONNELLY 
Valve to pre- 
vent reverse 
a in your 
as lines. The 
CONNELLY 
insures safe- 
ty on_indus- 
trial burners 


disc is light 
weight to provide low differential. 
Spe ial discs are used on heavy Fi 4 
ly accessible for ry 
le in all standard pipe sizes 


CONNELLY U-GAUGES 
Universal U-Gauges using glass substi- 
tute tubing threaded into metal fittings 
—Normally ‘‘unbreakable’’. 

scale is etched on metal. 


CONNELLY PRODUCTS 


Calereptie BTU Indicator; Governors; 
alves; Regulators; Gas 


Purifying Materials. 


onvellu 


dron Spovae ey Governor Go. 
Ghicago, Bll. Elizabeth. N.d, 


Oat ¢. aes Sade Cenc hee © Sie 





SIMPLE, ISN’T IT? 


The triangular wedge formed by 
the tang and V-bottom collar, 
which forces the wire into a solid 
mesh— 


NO set-screw contact... 

NO flattening or separating of wires. .. 

NO limitation to one size wire... 

NO shearing effect what wee 

NO special tools required to make 
connection... 





NO need for you to search any longer for the 
— solderless connector—WE HAVE 
TI! 
FREE! A large display board, containing 
mounted samples of ILSCO lags. Sent 
upon request. Address Dept. UF. 


ILSCO COPPER TUBE & PRODUCTS, INC. 
5629 Madison Rd. Cincinnati, Ohio 











=, STOWE STOKERS 
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can give you these 


ADVANTAGES 


@ Compensating feed—positive rear end air seals— 
unrestricted coal selection—and much reduced ash 
pit losses—these ate some of the advantages that 
Stowe Stokers—and only Stowe Stokers can give you. 
Investigate these exclusive features. Full details and 
a copy of Catalog No. 10 sent on request. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 


Engineering and Sales Services 
in the the Principal Cities 


Stowe Stokers give yeti Es No. 10 is 
you greatest possible completewith14dia- 
pet a ctuat- grams, 20 illastre- 

prices. tions. Send for one. 
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_ 5. Withstand maximum insulator — 
expansion. 


FLAWLESS GLASS with 
BRASS BUSHING—7/c IDEAL 27751//ator 


When you “line up” with 
HEMINGRAY you line up 
these Advantages: 

1. Brass bushed smooth threads 

for insulator pin. | 
2. Greater mechanical strength. 
3. Sustained high dielectric strength. 
4. Unaffected by sudden temper- 
ature changes. 


pin 


| 6 Never age or deteriorate. 





4 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Gia 
INSULATORS 
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For Telephone, Control Bus and All 
4 e Stationary Services 


OR more than forty years the unequalled de- 

pendability, power and life of the Exide 
Chloride Battery has made it the choice of tele- 
phone, power and railroad companies—not in this 
country alone but throughout the world. 


The Exide Chloride is but one of the great 
family of Exide Batteries that are designed for 
specific purposes. However it is the one battery 
which, by reason of its unusual construction— 
and consequent superior performance—is most 
strongly recommended by us to the utility com- 
panies for stationary service. 


C H L Oo R I D E We'll be glad to send you more complete de- 


tails about this exceptional battery on request, 
BATTERIES or to help you solve any other battery problem. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 
line breaks. 


Perfect water level con- 
trol assured by the Alti- 
tude Control Valve ... 
1e most efficient and 
pendable automatic 
alve for tanks, stand- 
pes and reservoirs. 


Ask for your copy ot catalog for our com- 
plete line of automatic control valves 





Colden-Anderson Valve Specialty Co. 
‘380 Fulton Bidg. Pittsburgh, Pa. 
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PROTECT YOUR MEN WITH 


‘*SAFETY - SERVICE”? 
Accident Prevention Equipment 


“Safety-Service” Accident Prevention Equip. 
ment has been on the market for over twenty 
years, and is well and favorably known 
throughout the country. 


The “Safety-Service Line” covers the com- 
plete range of Personal Protection for indus. 
trial workers—protection from head to foot: 
Goggles—Respirators—Helmets—Hoods. Also 
Coats, Trousers, Jumpers, Aprons, Sleeveiets, 
Gloves, Mittens, Leggings, Spats, Hand and 
Knee Pads—made of “Sturdy-Weave” asbestos, 
Chrome tanned leather, fire-resisting Cassimere 
cloth, fire, water and acid-resisting Duck and 
acid-proof rubber. 

Only the finest quality of sturdy, wear-resist- 
ing, long-lasting materials are used in the 
manufacture of all “Safety-Service” Personal 
Protection items. 


NEW 78-PAGE GENERAL CATALOG 


This catalog not only illustrates and describes in 
detail our full and complete line of Accident Pre- 
vention equipment, but it is a book of valuable 
information that is highly desired by both Safety 
Engineer and Buyer of Safety Equipment. 


If you have some particular accident prevention 
problem to work out, this book will suggest to you 
the proper equipment to use, or if your problem is 
something special write us in detail and we will 
gladly help you in every way possible to solve it. 


Write today for a copy of this valuable catalog—It’s FREE! 


THE SAFETY EQUIPMENT SERVICE COMPANY 


Buell W. Nutt, President 265 ge3 1230 St. Clair Avenue, Cleveland, Ohio 


Manufacturers of a Complete Line of Accident-Prevention Equipment 
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Be Sure the Appliances YOU Sponsor Are 
Ecuipped with BARBER 
A. G. A. Approved Gas 
Pressure REGULATORS 


CR your own protection, as well as the consumer’s, every 

gas burning appliance you install requires a dependable 
Pressure Regulator. This and only this assures constant pres- 
sure of fuel supply—with consequent safety of operation, and 
with proper economy which reduces gas bill complaints and 
service calls, 


q On so vital a piece of equipment, why take chances? Bar- 
ber Gas Pressure Regulators are listed in the A. G. A. Directory M Ape ta Bette 

ade in %*, %", Va". %". 
of Approved Appliances, thus complying with stringent require- 1", 1%", 12", and 2" sizes. 
ments as to pressure drop and precision of operation. Compact e 
design, all bronze bodies—a product of BARBER QUALITY write for complete literature, 
down to the last detail. Very moderately priced for a Regu- prices end discounts on the en- 


lator of this quality. fer ria SOmneney 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
THE BARBER GAS BURNER CO. of MICHIGAN, 4475 Cass Avenue, Detroit, Michigan 








Style Bar-S All Weather Binder 
FOR METER READING 


Write us for circular and details. Send sample of your sheet for prices 
on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
10-16 Logan Street, S. W. < » GRAND RAPIDS, MICH. | 
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The Mountain Comes 
To Mohammed my 


c 


E realize that most merchants do not have the opportunity 

y \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- , 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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HY ;:RADE LAMP BULBS 





/ MILLION 





BUILD LOAD 


Over seventeen million incandescent lamps, eighteen million 
radio tubes sold during 1935 in this country were Hygrade- 
Sylvania made. As the third largest manufacturer of incandes- 
cent lamps, and second largest of radio tubes, Hygrade-Sylvania 
products are efficiently consuming an important part of the total 
current sold by public utilities the country over. Many of these 
lamps and tubes are helping to build load on your lines. 





When you are buying lamps (multiple or series) for street light- 
ing, Hygrade-Sylvania Corporation deserves your consideration. 
Hygrade Lamps offer you the opportunity to make definite econ- 
omies in street lighting costs without the slightest sacrifice of 
quality. Let us prove it with facts and figures! 


tml Hygrade camp sutes 


Salem, Mass. 
EET LAMPS Makers of SYLVANIA Set-Tested RADIO TUBES 
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USE A TITAN ON YOUR STORAGE 
WATER HEATER 


O make this control possible, there must heaters approved by the American 
be built into the racing car the sturdiness, Gas Association. 
the long life, and the ability to absorb the 2 iw. we cend cena tanita 
gruelling punishment of the race. So too, list of manufacturers who have stand- 
the TITAN is built to perfectly control your ssdiced an THAN Comal? 
storage water heater over a long period of ; 
time, and under the most exacting conditions. 
Upon this depends the success of the heaters 
you sell. Your aim is to increase consumer 
satisfaction. 


@ Why take unnecessary chances? Specify 
TITAN snap action thermostats, safety pilots 
and temperature and pressure relief valves 
with complete confidence, and build good 
will with your customer. 


@ TITAN Controls have delivered for years 
under every conceivable set of conditions, 
with all types of gases. They are rugged, 
sensitive, trouble and service free. They are 
standard equipment on most storage water 





THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
E. 32nd Street & Perkins Ave. Cleveland, Ohic 
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WHEN YOU “COMPARE THE WORK,’’ 
the superiority of the New Easy-Writing 
Royal is established beyond question! 


You can see its brilliant performance... 
you can measure its merits... you can 
easily do so, the very day the New Royal 
first enters your office. 


Satisfaction and Savings 


Letter-perfect performance is written into 
every line produced on this great Royal. 
Outstanding in speed and ease of operation, 
its years of dependable service are assured 
by the precise methods under which all 
Royals are made. 


That is why more and more offices are 
standardizing on Royals . . . why Royal 
sales are now greater than ever before! 


pyright, 1936, Royal Typewriter Company, Inc. 
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In your own office... Try the New Easy- 
Writing Royal . . . Compare the work! 


ROYAL TYPEWRITER COMPANY, INC. 
2 Park Avenue, New York City 


RECOGNIZED CHAMPION! Albert Tangora recently 
won the World’s Typing Championship for the second 
successive year on a standard Royal, typing 135 net 
words per minute—a record never surpassed! 


Check These FIRSTS That Make 
Royal FIRST 


First in SPEED .. . Greater Volume! 
First in EASE ... With Touch Control,* 
Shift Freedom, Finger Comfort Keys. 
First in CAPACITY .. . Better typing 
faster! First in ECONOMY ... Lower 
typing costs throughout. First in DURA- 
BILITY These New Royals can 
take it! Day in, day out! 


*Trade-mark for key-tension device. 


R OYA L WORLDS NUMBER & TYPEWRITER 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- Less than 20 gallons of water at a pressure o 
ary larger-capacity foam equipment for fam- 75 pounds or more are required per minute. 
mable liquid fires. This is the only efficient foam unit available 


The specially designed PHOMAIRE Play for small lines. One gallon of Phomaide 
Pipe connects to your hose line (34" to 21"). Solution makes 350 gallons of foam. 300 to 


When the water is turned on, PHOMAIDE, 400 gallons per minute may be continuously 
a new foam-making solution carried in a Hip produced by merely pouring additional solu- 


Pack, and air are automatically drawn into the tion into the Hip Pack. 

water stream in the proper proportions to This is NEWS. Without obligation, ask for 
form foam. descriptive literature, prices and a demonstre- 
There are no complicated preliminaries, no tion of the Phomaire Unit illustrated at the 
confusing adjustments, no moving parts. And left. Don’t wait! Mail your request now. 
only one man is required at the Play Pipe. 


= 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


e Wlanufacturi 


NEWARK NEW JE 


ATLANTA 
KANSAS CITY 
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TYPICAL CASE HISTORY 


Refrigeration Business Tripled 


in 2 years with Frigidaire! 


@ The experience of an eastern utility with 
Frigidaire is a typical one. 

During the first six months of 1934, when this 
utility handled a refrigerator other than Frigidaire, 
they sold 273 refrigerators. 

During the same period of 1935, handling 
Frigidaire exclusively, they sold 500 refrigerators. 

And for the same period of 1936, still handling 
Frigidaire exclusively, they sold 873 refrigerators. 
In two years time their refrigeration business 
tripled with Frigidaire! 

You can do better with Frigidaire. 


FRIGIDAIRE CORPORATION - DAYTON, OHIO 
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== DITTO MAKES QUICK, 
ACCURATE COPIES OF. 


Operating Reports Forms 
Financial Statements Requests for Bids 








Bulletins Contracts 
Service Orders Payroll Records 
Specifications ‘Time Sheets 
Rate Schedules Blue Prints 
Work Orders Instructions 






Light and Power Statistics 
Drawings and Sketches 












There 
these | 
is mad 
agains 
valve- 
in the 
closes 
again: 


Ditto requires no stencil, no type, no carbon. 





It copies anything typewritten, handwritten 
or drawn, in as many as eight colors, direct 
from the original in one operation. Any size 
sheet may be reproduced from a small label to 
a large form 20 x 34 inches; any weight or grade 
of paper may be used. Copying errors are im- 
possible because Ditto copies are photographi- 
cally correct. If your office work requires quick, Wher 
accurate copies of any of the above listed losses 
operations, it will pay you to investigate Ditto. Capac 


distur 
Fre 2 / 


and g 
Chap: 
Write for our book 
“Copies — Their 
Place in Business’’. 
It tells how Ditto 
will save money 










































in your business. ao 
No obligation. j 
/: 
Di I 
itto. Ine. 
2254 West Harrison Street 


CHICAGO, ILLINOIS 
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ihen Chapman Non-sla 
Check Valves close! 


There’s no jar or hammer along the line when 

these Non-Slam Check valves close. Slamming 

is made impossible. Pipe joints are made safe 
against leaks. For Chapman has put an end to 
valve-slam with a balanced disc that rides steadily 

in the flow; falls rapidly as the stream slows up; 
closes the instant it stops. The top flap, pushed 
against the stream, cushions the disc to a quiet closure. 


When these valves go on the line—head and power 
losses, maintenance and replacement costs go down. 
Capacity goes up, for there are no obstructions to 
disturb flow. For a Check Valve that will save money 
and grief on any water, gas, air, or oil service, put in 
Chapman’s Non-Slam. Bulletin for the asking. 


ao) 


“( HAPMAN VALVE 


MANUFACTURING COMPANY 


INDIAN ORCHARD, MASSACHUSETTS 
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Design For I. elling 


Designs that willsell . . . designs that are econom- 
ical to produce . . . these are the two ends that are 
constantly kept in mind by our artists when they are 
working on your orders. 


Tags that tell the story of your product to your pros- 
pect . . . seals and labels that glorify your product, 
or that stress special sales points . . . packages that 
are a definite aid to greater sales . . . window displays 
that attract attention in your retailers’ stores . . . these 
are some of the plans on which our staff of designers 
can help you. 


Samples, quotations, and information wiil be sent to 
you without obligation. WRITE TODAY. 


Dounisowe\Mlanufachning So. 
FRAMINGHAM MASSACHUSETTS 
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—ELLIOTT— 


Addressing—Recording— 
Tabulating and Statistical 
Machines 
& 











Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 


gas, electric or water bills on postal cards, will 


be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 
quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 








Sales and Service Offices in all Principal Cities 
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OR DATA ON WEATHE 
Consult | A 
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ARCo 
Library 
ee 
Paints 


Avert Engineering 
nd Purchasing Depart- 
1ents are invited to 


2nd for this essential 





brary of Maintenance 


* 
o 3 


>-The-Minute Releases 
om the ARCO Research 


tboratories; 2) Cum- 
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lative development, 
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ready reference form, 


* 57 years’ experience 


TREES 


formulating mainten- 
nce paints for Public 
tilities. Address: De- 
artment F, THE ARCO 
IMPANY... CLEVELAND 
* LOS ANGELES. 
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.» The adaptability of the Taylor Stoker 
sakes you independent of your coal source 





@There are, in the United States, six great 
coal fields—furnishing most of the steam coals 
the power plants of this country consume. The 
heating value of these coals varies widely, 
roughly from 8,500 to 14,500 B. T. U. per 
pound as fired and the ash content from 25 to 
5% respectively. Comparable differences are 
likewise found in the sulphur content and ash 
fusing temperatures. 


Taylor stokered central stations and privately 
operated plants are generously peppered 
throughout each of these six areas and between 
them. These Taylor Stokers are not only 
able to burn efficiently coal local to them 
but their adaptability makes it possible 


to switch on occasion from the coal of one 
area to that of another, to take advantage of 
any favorable price differential. Why?— 
because Taylor Stokers are so readily ad- 
justed for any particular coal and because 
no special preparation is required before the 
coal is burned. One plant in Ohio, for 
example, has successfully and efficiently 
burned 21 different coals. 


This adaptability of the Taylor Stoker is not 
happenstance. It is one of many accomplish- 
ments of 30 years experience accumulated 
by the world’s largest engineering force 
devoted exclusively to the development 
of multiple retort underfeed stokers. 


oxzR UNIT 


TAYLOR STOKERS e A-E- Co WATER WALLS e A-E-CO ASH HOPPERS 


Division: American Engineering Co., Philadelphia. In Canada: Affiliated Engineering Corporations, Ltd., Montreal, P.Q. 
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A Fast and Economical 


analysis of your customer- 
market with punched cards 
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1 ore 
Punched cards will quickly provide: 
1 Percentage of saturation and petunia’ 
geographical areas. 
2 The automatic preparation of prospect 
types of prospects, areas, etc. 
3 The monthly and annual consumption by 
tomers. 
4 The ownership of appliances by national- 


Ievtaty ohh fies. 

ie eel Fah 
prospects by kinds of appliances an 
records for selected kinds of appliances, 
individual or selected groups of cus- 
ity, occupation, type of dwelling, etc. 








which these important facts may be ac- 





The above are only a few of the impor- 
tant customer-facts obtainable through 
the medium of punched cards. This in- 
formation provides you with a selected 
prospect record enabling you to concen- 
trate your sales efforts on your most 


important prospects. 


The accuracy, speed and economy with 





GENERAL OFFICES: 
270 BROADWAY, NEW YORK, N. Y. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


cumulated and placed in usable form 
have proved to be of real value to many 
utility companies by enabling them to 
build their loads. Here is a method 
which will help increase your mar- 
ket without the extravagance of trial 
and error. Write for detailed in- 


formation. 





BRANCH OFFICES IN 
PRINCIPAL CITIES OF THE WORLD 
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The careful investor judges a 
security by the history of its 
performance. 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 
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The older way of applying motor power too often 
has meant putting a motor on each machine, re- 
gardless—involving high investment costs and high 
operating and maintenance expense. The newer 
way—Modern Group Drive—using large motors for 
groups of machines, and small motors where needed 
for single machines—is usually more efficient, par- 
ticularly with planned production. It is always 
far cheaper to install, to operate and to maintain. 












* 







* 





* 


For example, with Modern Group Drive you use a 
larger, more efficient motor with better power factor. 
You pay from 35% to 85% less per motor horsepower. 
You buy less motor horsepower for a given number of 
machines. You get, with properly planned production, 
the lowest cost of power delivered to the machines. 


















(Above are excerpts from Power Transmission Council’s Novem- 
ber advertising in Business Week and 8 other business papers.) 







HE objective of our educational program in busi- 












ness publications and through Power Transmission 
Clubs in all principal cities is that the best way to 
get the power to the work shall be used through- 
out Industry. An inevitable corollary is more net 
revenue and better customer relations for the 
utility. These ends ean be attained quicker with 
the active interest and support of the atilities. 









POWER TRANSMISSION COUNCIL 
75 STATE STREET «© BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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EVEREADY 


Trade Mark 


) INDUSTRIAL 
“_ FLASHLIGHT 


‘Stands the Gaff" 


igh- General all-around hard usage in industrial ser- 
vice has shown conclusively that the “EVEREADY” 
- Industrial Flashlight can “Stand The Gaff”. 
the ’ Bounced around on concrete floors and many 


net 


ith other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
eS. unmarked. Its bright beam does not even flicker. 
The fact that it has no exterior metal parts is 
vitally important when working around ex- 

. . “ a . 
posed electrical connections and hot wires. 


ATIONAL CARBON COMPANY, INC. 


General Offices: New York, N.Y. * Branches: Chicago, San Francisco 


Unit of Union Carbide CC) and Carbon Corporation 
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Section of 132 KV steel tower line 
near Huntington, West Virginia, 
erected recently for the Appola- 
thian Electric Power Company. 
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Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
“Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 

New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 


Another Service Call 
Saved . . with a 


“SHO -BLO” 
PLUG FUSE 


The fuse that shows 
“N G’”’ when it blows 


No more guesswork. Your 
consumers can now spot their 
blown fuses instantly . 
quickly, You save "tne costly 
expense of servicing calls on 
simple fuse replacements. 

Several prominent Electric Light one Power Oom- 
panies who have already adopted USALITE 
“SHO-BLO”’ self-indicating fuse hy 
ings of thousands of dollars in = 
ing calls. Convince yourself of 
features of this remarkable of if indi 
Samples in whatever amperage you di 
gladly sent along to you for your feapection. 

Write fer samples and further details to-day! 


UNITED STATES ELECTRIC MFG. CORP. 


222-228 West 14th St., New York, N. Y. 
Chicago Branch Office, 323 W. Polk St. 
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Shreveport, La. 
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VULCAN SOOT BLOWER CORPORATION 
‘Du Bois C Pennsylvania 
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““PLUG-INS” 
EVERY 6 INCHES 


“PLUG-IN” STRIP IS THE MODERN WIRING METHOD: FULFILLS 
THE URGENT PUBLIC DEMAND FOR GREATER CONVENIENCE. 


EVERY BUILDING IN EXISTENCE MAY BE DEVELOPED ELECTRI- | 
CALLY TO FULLEST SERVICE REQUIREMENTS. “PLUG-IN” STRIP — 
PROVIDES ALL TIME ADEQUACY. 


IT ESTABLISHES THE BASIS FOR FUTURE PLANNING FOR THE © 
EXTENSION OF THE USE OF CURRENT AND SALE OF APPLI- 
ANCES, LAMPS, NECESSITIES AND LUXURIES. 


INFORMATION GLADLY FURNISHED UPON REQUEST 


Rational Electric jie) 


PRooUcTs coaeoRaTION =A 
* mo U) Sieg 
Pittsburgh, Pa. 
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SPECIAL NOTICE TO SUBSCRIBERS AND ADVERTISERS 


DATES OF ISSUANCE 


Public Utilities Fortnightly is issued 26 times a year— 
on every other Thursday. There happcn to be 27 alternate 
Thursdays in 1936. The issue of December 17th, there- 
tore, completes this year's schedule of 26 issues. Accord- 
ingly, the issue following that of December 17th will be 
dated January 7, 1937, and not December 31, 1936, 


as might otherwise be expected. 














Utilities Almanack 


—~ mn OVE MBER —_ 








{ Radio demonstration debate on question of public 7 ae i. electric utilities is 
broadcast on RED Network and affiliated stations of NBC, 





1 Higa as fy Board, National Research Council, concludes annual meeting, 
ashington, D. C., 1936, 








4 Motor and Te Wholesalers Association will hold convention, Chicago, 
Ill., Dec. 7, 936. 





4 American Association of State Highway Officials will hold meeting, San Francisco, 
Cal., Dec. 7-10, 1936. 





q National Warm Air Heating & Air puageaing Association will hold semiannual 
convention, Chicago, Ill., Dec, 15-17, 





4 American Statistical Association will hold annual meeting, Chicago, Ill., Dec. 28-30, 
1936. 





q yp = weet 5S ~ laa Advisory Board will convene for annual session, Chicago, IU., 
Jan. 7, 193 





4 Society of 0° aed Engineers will convene for annual meeting, Detroit, Mich., 
Jan. 11-15, 





{ Mining and Metallurgical Society of America will hold meeting, New York, N. Y., 
Jan. 12, 1937. 





4 sane greets of Civil Engineers will hold meeting, New York, N. Y., Jan. @® 
20-22, 





4 American Society of Heating and Ventilating Engineers will hold annual meeting, 
St. Louis, Mo., Jan. 25-27, 1937. 





4 Nat'l Exposition of Power & Engin. opens, New York, N. Y., 1936. 
{ American Society of Mechanical Engineers opens meeting, New York, N. Y., 1936. 


=~ DECEM BSR —_—_—~ 








{ West Virginia Bus Association begins annual convention, Charleston, W. Va., 1936. 





4 Investment Bankers’ Association of America opens annual meeting, Augusta, Ga., 1936, 
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Photo by Harris & Ewing 


Glittering Strength 


An unusual angle photograph of the Tri-borough Bridge, New Yor 





Public 
Utilities 


FORTNIGHTLY 


Vot. XVIII; No. 11 


NovEMBER 19, 1936 


The “Power Pool” Proposal 


While the possibilities of accomplishing a fair 

compromise between government and private in- 

terests in TVA territory are, in the opinion of the 

author, weighted with political and legal compli- 

cations, investors and taxpayers may now see 

some prospect, he thinks, that a “good neighbor” 
policy will prevail. 


By OWEN ELY 


ROPOSALS for pooling of electric 

power from Federal projects 

with private companies’ output 
in the TVA region, made during the 
World Power Conference, were fol- 
lowed shortly thereafter by President 
Roosevelt’s proposal for a conference 
with representatives of the TVA and 
private companies at Washington, 
September 30th. 

Those invited to the conference 
were Wendell L. Willkie, president 
of the Commonwealth & Southern 
Corporation; Preston S. Arkwright, 
president of the Georgia Power Com- 


pany; Samuel Ferguson, chairman of 
the board of the Hartford Electric 
Light Company; Owen D. Young, 
chairman of the board of the General 
Electric Company; Russell C. Leffing- 
well of J. P. Morgan & Co. ; Chairman 
Arthur E. Morgan, H. A. Morgan, 
and David E. Lilienthal of the Ten- 
nessee Valley Authority; and Chair- 
man Frank R. McNinch and Basil 
Manly of the Federal Power Commis- 
sion. 

Also invited to participate were 
Frederick A. Delano, vice chairman 
of the National Resources Committee ; 
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Morris L. Cooke, Administrator of 
the Rural Electrification Administra- 
tion; Louis B. Wehle, attorney of 
New York city, and Alexander Sachs, 
research director of the Lehman Cor- 
poration. 

In the President’s statement accom- 
panying the announcement of the con- 
ference it was said that “such a pool 
it appears will smooth out the peaks 
and valleys of separate system opera- 
tions, reduce the amount of necessary 
reserve capacity, and postpone the 
need for investment in new generating 
facilities. These great sav- 
ings, based on fair contractual rela- 
tions between the public and private 
agencies participating, will make it 
possible to bring cheap and abundant 
power to the gate of every community 
in the region at uniformly low rates.” 

The President referred to the fact 
that for two and a half years a group 
of utilities and the TVA have been 
jointly using transmission lines and 
exchange of power on a contractual 
basis, and that the approaching expira- 
tion of this agreement (November 
3rd) paves the way for a broader ar- 
rangement. 


HE conference held September 
30th to examine the President’s 
proposal resulted in a friendly ex- 
change of views, but no tangible con- 
clusions. Meanwhile, to provide a 
breathing spell during which election 
uncertainties would be dispelled, data 
collected, and progress made in iron- 
ing out some of the PWA-TVA liti- 
gation, a three months’ extension of 
the “little power pool” between the 
TVA and the Commonwealth & 
Southern has been arranged. 
The TVA, on completion of Norris 


dam with its large potential power 
output, had given notice that the 
agreement of January 4, 1934, would 
be abrogated November 3rd—which 
was perhaps embarrassing to the ad- 
ministration from a political point of 
view. Another rumored reason for 
the change of front was the adminis- 
tration’s belated realization that TVA, 
in order to successfully retail Norris 
dam power, might be forced to con- 
struct not only a complete transmis- 
sion system (already under way), but 
also a huge “stand-by” steam plant 
because of the seasonal irregularities 
in the flow of the Tennessee river. 
Moreover, TVA and PWA have been 
under attack in the courts, and while 
the Supreme Court gave partial sup- 
port to the Wilson dam section of the 
TVA program, there are grave doubts 
whether the court would support the 
recent high-pressure program for the 
sale of power. This has included ag- 
gressive building of transmission lines 
in the TVA territory, formation of 
local “committees” and “neighborhood 
plans” to entice customers away from 
private companies, proposed construc- 
tion of municipal distributing systems 
on a large scale, etc. 


thy is also being increasingly realized 
by the general public that the so- 
called yardstick rate is a highly sub- 
sidized rate, due to the fact that much 
of the government’s original invest- 
ment in its TVA properties has either 
been written off or assigned to flood 
control and navigation.” 

Such a fantastically large amount 

1See “Hidden Costs at Muscle Shoals” by 
William M. Carpenter in the bulletin of the 
Edison Electric Institute for July, 1936, page 
269; Mr. Carpenter’s chart analyzing the cum- 
ulative TVA investment is reproduced on 
page 681. 
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THE “POWER POOL” PROPOSAL 


has been assigned to navigation that 
the entire value of all river traffic 
would thus far fail to equal the 
amount set aside for such improve- 
ment of navigation. For all these rea- 
sons the TVA program was badly in 
need of “bolstering.” 

On the other hand, private compa- 
nies, whose earnings have already 
been affected by TVA competition, 
have been fearful of the effects of the 
cut-throat competition seen possible 
when Norris dam power is thrown on 
the market. The TVA has been push- 
ing the construction of many new 
transmission lines. Up to about the 
middle of August some 2,100 miles of 
line had been completed, with. 1,300 
additional miles partially completed or 
planned. With completion of this 


program some 2,400,000 population 
might be served by TVA. 

TVA has actively negotiated with 
large purchasers of power, including 
the important new plant of the Mon- 
santo Chemical Co. The latter reject- 
ed the contract with the Common- 
wealth & Southern’s subsidiary on the 
ground that the company’s future is 
no longer assured. 


Oiprter sees or county electric 
membership corporations have 
been organized in many counties at 
the instigation of TVA, to construct 
service lines by borrowing REA or 
other government funds; TVA rates 
to such corporations are fixed on a 
sliding-scale basis as an inducement 
to solicit industrial and other large 


e 


Taxpayers’ Investment in 


TOTAL 
767,500 


ASSIGNED TO 


NAVIGATION 


39,966,000 


TAXPAYERS TOTAL INVESTMENT 


$43 747, 300 


JCTION 


CTUAL NET CXPENDITURES FO 


CONSTRUCTION PERIOD 


i921 22 923 (1924 925 1926 1927 


OPERATION BY WAR DEPT 


TVA Electric Facilities 


— 860000 000 
POWER OPG iwCOME 


ACCUMULATED 
INTEREST 


iN OTHER 
& UMS 


— 8 50000000 


AT MUSCLE SHOALS 351 279 500 


JUNE 20 1935 $57,446000 


TAXPAYERS INVESTMENT IN 


TOTAL TAXPAYERS INVESTMENT IN CLEC TRICITY 


SEPT 11993 


é 


1928 1929 1930 9 1932 


FISCAL YEARS ENDING JUNE 30 
Cumulative investment at the end of each year® 


2 Reproduced from Edison Electric Institute Bulletin for July, 1936, page 271. 
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consumers now served by private com- 
panies, and TVA retains full control 
over the resale rates. 

Hence the power pool proposal has 
been received with favorable com- 
ment by President Willkie of the 
Commonwealth & Southern, who has 
indicated his desire to meet the gov- 
ernment halfway. But the pool might 
involve any one of a number of ar- 
rangements : 


1. A simple agreement by which 
either the TVA or the companies 
could buy and interchange each oth- 
er’s power, at fixed wholesale rates, 
without further competition for retail 
customers ; 

2. A “grid” system, similar to that 
developed in recent vears in England, 
by which power would be purchased 
at wholesale from the cheapest sources 
by a central “authority” and resold 
(without rate restrictions) to private 
distributing systems ; 

3. A pool of all transmission lines, 
but with continued retail competition 
and “yardstick” rates ; 

4. Pooling of principal power 
plants, public and private, plus trans- 
mitting lines, with the retail field left 
largely to private companies ; and 

5. A complete pooling (with the 
government as “senior partner”) of 
all producing, distributing, and retail- 
ing facilities. 


UDGING from the remarks of Presi- 

dent Willkie, it seems likely that 
the Commonwealth & Southern sub- 
sidiaries in TVA territory might be 
willing to adopt either of the first 
two proposals; for the first would 
be only an application of the well- 
known “super-power” idea already so 
widely adopted by the industry, and 
the second would insure the most effi- 
cient use of cheap power. But while 
administration statements (as issued 


from the White House) refer to the 
pooling of transmission facilities only, 
they do not make it very clear whether 
this would follow British lines and 
avoid political tinkering with local 
rates, or whether competition for local 
business would continue. According 
to The Wall Street Journal’s com- 
ment: 


Utility spokesmen said that a transmission 
pool would not create the desired economies 
unless it provided for noncompetition be- 
tween government and private properties, 
They were at a loss to understand what a 
“transmission pool” was, holding that gen- 
erating facilities also had to be pooled. 
Even if the transmission facilities were 
jointly operated, there would be little gain 
if the government and the utilities were each 
seeking to serve the same communities or 
areas. 


Proposition number five, which 
seems to conform to the ideas of Vice 
Chairman Basil Manly of the Federal 
Power Commission, would probably 
mean that the private companies must 
either “sell out” to the government, 
or submit to slow confiscation by the 
fixing of unprofitable retail rates. 


So a proposal could hardly be 
called a pool, but would virtually 
mean government operation of all util- 
ities in the TVA area—with utility 
investors and taxpayers holding the 


bag. Under such a plan, the TVA 
would apply on a still broader scale 
its present powers as a benevolent dic- 
tator. As Chairman Morgan has 
stated : 


A community is free to take TVA power 
or not, but having agreed to buy that power, 
the Authority acts as benevolent dictator 
in decreeing maximum resale rates. This 
course is taken on the assumption that we 
from the outside have a clear vision of wis- 
dom in TVA rates which the home folks 
do not always have. 


Extension of the TVA authority 
to the operation of’ private utility 
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THE “POWER POOL” PROPOSAL 





Will Government Competition Be Abandoned? 


a the private companies undertake to act as car- 
riers for government electricity while, at the same 
time, many of their customers are weaned away by 
cheap government power, it is obvious that they are 
getting the wrong end of the deal. 
government will agree to refrain from competition 


If, however, the 





with, or further invasion of the territory of, the pri- 
vate companies, a real compromise can probably be 


effected.” 





properties would merely mean that its 
“clear vision of wisdom in TVA 
rates” would operate at the expense of 
security holders as well as taxpayers. 
This “clear vision’? can completely 
ignore any troublesome statistical 
problems relating to costs, interest, or 
profits. Dr. Morgan’s unorthodox 
and socialistic views regarding inter- 
est and money (which appeared in a 
college publication some years ago) 
are perhaps not as well known as they 
deserve to be. 


Ave difficulty in arriving at 
a definite program is not only the 
wide gulf between government and 
private viewpoints but also the some- 
what varying viewpoints within the 


government itself. In the past Mr. 
Morgan and Mr. Lilienthal have not 
always seen eye to eye regarding TVA 
power policies and the former once 
threatened to resign until the Presi- 
dent settled the breach. Mr. Manly of 
the FPC, Mr. Ross of the SEC, and 
Mr. Cooke of the REA also have 
ideas of their own. The attitude of 
Secretary Ickes, of Senator Norris, 
and of the gentlemen who wrote the 
Utility Act, might also have some 


weight with the President. Mostly 
the government “spokesmen” or ad- 
visers have never operated a utility 
property. It may very well be a case 
of “too many cooks.” In any event, 
unless the TVA’s wings are clipped 
by pending court decisions, it seems 
unlikely that the President and his 
utility advisers will readily or com- 
pletely abandon his dream of “yard- 
stick” retail rates. 

That the real idea back of the 
“pool” proposal is to use private trans- 
mission lines to help exploit the yard- 
stick idea seems indicated by the fol- 
lowing excerpts from the President’s 
statement issued September 19th: 

Engineers and rate experts tell me that 
by such pools power could be made avail- 
able throughout great regions at wholesale 
rates as low as, if not lower, than the 
wholesale rate at which the TVA is now 


supplying power to communities, private 
utilities, and industries. 


HAT the administration has not 

abandoned its basic TVA pro- 
gram is indicated by the fact that 
PWA Administrator Ickes on Octo- 
ber 10th approved an outright grant 
of more than $3,000,000 to the city 
of Memphis to enable it to build a 
municipally owned transmission sys- 
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tem for which it would buy its current 
from the TVA. 

If the British system is to be fol- 
lowed, a public corporation to codrdi- 
nate and operate the “grid” or net- 
work of transmission lines would 
probably be incorporated by act of 
Congress. While this would doubt- 
less include “utility representation,” 
the degree to which utilities could con- 
tinue to exercise management func- 
tions or veto powers might be an im- 
portant issue. The press releases is- 
sued from the White House at the 
time of the conferences did not indi- 
cate whether “maximum rates” re- 
ferred only to wholesale or also to re- 
tail rates, or what the respective pow- 
ers and functions might be of the 
public and private interests in the pool. 

The English grid system was quite 
fully described in addresses before the 
recent World Power Conference. It 
functions along purely automatic lines 
and does not undertake to fix maxi- 
mum retail rates. It merely insures 
the use of power from the cheapest 
source, at a fair wholesale cost. 


peeve to addresses of British 
leaders at the recent World Pow- 
er Conference the “grid” was institut- 
ed to solve the problem of an over- 
supply of power. Excess plant capac- 
ity had reached 83 per cent when the 
“grid” was instituted, but has now 
been reduced to 50 per cent and in five 
years more should be cut to 20 per 
cent. The Central Electricity Board 
was set up to integrate and control 
power production. Fuel and operat- 
ing costs were studied at each plant 
and lowest-cost stations selected in 
each territorial group to furnish the 
power needs of that territory. The 


“grid” was not imposed on the indus- 
try by act of Parliament, but was re- 
quested by the industry as the easiest 
way to effect the desired codrdination, 
and it codperates fully with the utility 
companies. Dr. Charles Merz, a lead- 
er in the development and installation 
of the “grid,” told the Power Confer- 
ence that integration and interconnec- 
tion of electric companies in the Unit- 
ed States is already so far advanced 
that further improvements might well 
be left to the initiative of the industry 
itself instead of being imposed by leg- 
islation. 

Great Britain makes no distinction 
as regards her 252 private utilities and 
379 public utilities, all being subject 
to the same basic regulations and safe- 
ty provisions. Maximum rates are 
fixed by the Minister of Transport 
who also grants permission to build 
lines. The Central Electricity Board 
has built the “grid” and supplies pow- 
er at wholesale, both to public and pri- 
vate utilities, thus integrating and 
standardizing the power supply. It 
can shut down inefficient plants, com- 
pel the use of the most efficient, and 
build transmission lines but it cannot 
force a local company to buy the 
“grid’s” power unless the price is less 
than the local company’s own produc- 
tion cost. Also it has no power to 
integrate and consolidate the large 
group of private and municipal utili- 
ties. 


| gps sides in the TVA dispute 
have much to gain by codpera- 
tion. The utility companies, if con- 
fidence in fair play by the government 
is restored among investors, would 
be enabled to carry through a re- 
financing program and reduce fixed 


684 





at & Diussne Tf tne Theeioatinm 





“SENN S2INVEHOD BIMOd BIVAIG exmeeen 
“G3SOdOUY BO NOLLINUISNOD VONBINTVAL wee 
031374N09 53017 VA, Co 


QN3931 


‘V34Y AZTIVA 33SS3NN3L 

3HL NI S3INVINOD Y3MOd 3LVAINd \ 

GNV ALINOHLNY AZTIVA 33SS3NN3J %2°S0v9 \\ 

3HL 40 S3NIT Y3MOd ONIMOHS dvYW _F IS 
6 


SAS 
e720 e@ : 
fo Louchisuor Mooccr™ ®&e wry ooe'ty: 
AYO 27 11ASua NNS, 


——— 


= bo ht oo the 
pa <8 i CNY SOONVLLVH 
= one % BdMO4ISEON HEISE 
Pamoe2swon Oo9'08 ‘ey Raw m Sor" wvO NDIMNDIG 9 
GNIG $.U31M0d 9 7 pe = 4 6 ‘ 


. ° a heyy 
Dd Ns oY 
© _ / 

es DUN 
oN ay ag, 
° >> g 
—_— 7 ¥3m04asu0n Ose-o0g 
@3MOd28¥0N Oost, Fa Wy nites SALVA 
SIONS U349Ne> . Gi/ % 

aTuaxonx_S te 


5 
6 
onl 
6 
4 
ion 
a) 
fe 
5 
a 
ox 
a 
= 
S 
s 
= 
be 


buamosriion o0s'es \ off ¥ ‘> Ca TUAHSYN/RS, 
nve sianon 497) [ $m ig 
x a aa . 
i 


ba) 
= é 
= —7o° = ees 59) 9 es Oo 8 SS CO ee 


“A MW 
vonvodng oury 9mM0g WAL 


& 














PUBLIC UTILITIES FORTNIGHTLY 


charges, as utilities in other sections 
of the country have done. The TVA 
might be relieved of some pending 
litigation—though it seems likely that 
this will be allowed to take its course 
to the Supreme Court. TVA would 
be saved the great expense of complet- 
ing the network of paralleling trans- 
mission lines already begun, and also 
the cost of constructing stand-by 
steam plants. 

With the cheap power obtainable 
from the government’s subsidized 
dams, Commonwealth and the other 
systems in the Tennessee valley might 
be able to close some of their higher- 
cost plants and substitute Federal-gen- 
erated power, which in turn would 
permit lowering their rates. But if 
the TVA is to continue its competi- 
tive program of urging municipalities 
to build their own plants with PWA 
funds, and of competing for industrial 
business, the private utilities will hard- 
ly have any assurance that the load of 
cheap power now available will always 
be at their disposal, and hence will be 
reluctant to make permanent arrange- 
ments for absorbing government pow- 
er and selling it to their own custom- 
ers at “yardstick” rates. 


|B paar the early stages of the 
TVA discussion, it was assumed 
by its sponsors that many industries 
would move their plants to the Ten- 
nessee valley and quickly absorb the 


surplus power. Yet this is contrary 
to the experience of the utility indus- 
try in the past decade. According to 
L. W. W. Morrow, editor of the Elec- 
trical World, almost the entire U. S. 
capacity installed in the past decade 
has been in power-houses “built at the 
plants and in accord with economic 


facts.” Yet the government’s 2,000, 
000-kilowatt hydro construction pro- 
gram is being undertaken in regions 
of low population and industrial ac- 
tivity on the assumption “that indus- 
try will go to the power and that hy- 
dro power is cheap power.” He points 
out that the major consideration in 
locating industrial plants is the rela- 
tion to markets and labor supply, 
while power costs are a secondary fac- 
tor. 

Moreover, hydro power generated 
at a distance from its market is on the 
average more expensive than locally 
produced steam power, for the simple 
reason that it costs over twice as much 
to move hydro power 200 miles as to 
move coal the same distance. Hence 
the necessity for the huge write-offs in 
the TVA plant by diversion to “flood 
control and navigation” and by other 
devices, in order to maintain the fic- 
tion that yardstick rates do not pro- 
duce deficits. 


B even with the advantage of 
these charge-offs, TVA must 
now realize that the major cost of 
electricity is in transmission and dis- 
tribution, rather than at the power 
plant. This is illustrated by universal 
differences between rates for large in- 
dustrial consumers of power and those 
for household consumption. J. D. 
Ross, former superintendent of Seat- 
tle’s municipal electric plant and now 
a member of the SEC, stated in the 
1935 report of the Seattle department 
of lighting: 

A great deal has been said about very 
cheaply generated power from the Federal 
plants; much less about the real problem of 
cheap distribution on which low rates to the 
consumer depend. Skagit (a Seattle hydro- 


electric development) will ultimately gen- 
erate energy for less than one mill per kilo- 
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watt hour and is now producing energy for 
34 mills. The cost of delivering the same 
energy to the residence consumer’s meter is 
234 mills, or approximately seven times the 
generating cost. The real hope for 
cheap energy in the home lies in the lower- 
ing of costs of distribution by elimination of 
all duplication and competitive expense, and 
the building up of the uses of electricity so 
that each customer will use vastly more 
energy than at present. 


yy seems likely that the administra- 
tion has at last grasped this sim- 
ple arithmetical relationship between 
the cost of producing hydro power at 
the dam and the cost of delivering it 
at the consumer’s meter. It may also 
have had some advance figures—not 
yet available to the public—regarding 
the cost of the TVA’s transmission 
lines. A map published in the “Mo- 
tion for Preliminary Injunction” filed 
by Tennessee Electric Power Co. in 
the TVA litigation pending in the U. 
S. District Court in Tennessee show- 
ing the duplication of public and pri- 
vate lines, is reproduced on page 685. 
As described in the brief, some of this 
work has been of a rush character, and 
considering the generous disregard 
for costs indicated in previous TVA 
work, it seems possible that the cost of 
such a program, if long-continued, 
might defy even the write-off abilities 
of TVA accountants. 

Nothing has been published regard- 
ing the cost of TVA’s activities since 
the annual report for the fiscal year 
ending June 30, 1935, was issued. 
The next report will be presented to 
Congress in January, 1937—eighteen 
months later. The daily Treasury 
statements do not indicate any ex- 
penditures under the account heading 
“Tennessee Valley Authority” for the 
fiscal year ending June 30, 1937, al- 
though for the corresponding period 
of the previous fiscal year (less than 


three and a half months) $15,004 had 


been advanced. 


S it possible that such expenditures 
have been carried to some other ac- 
count such as “other public works” or 
“river and harbor works?” It is diffi- 
cult otherwise to account for the blank 
space which appears in the treasury 
statement. 

In any event, the power pool idea is 
a splendid device to avoid the comple- 
tion of this duplicate system, and by 
routing power over the private com- 
pany’s lines, deliver electricity to con- 
sumers without endangering the fa- 
mous “yardstick” rates. 

If the private companies undertake 
to act as carriers for government elec- 
tricity while, at the same time, many 
of their customers are weaned away 
by cheap government power, it is ob- 
vious that they are getting the wrong 
end of the deal. If, however, the gov- 
ernment will agree to refrain from 
competition with, or further invasion 
of the territory of, the private com- 
panies, a real compromise can prob- 
ably be effected. This is probably the 
reason for the hopefulness expressed 
by Mr. Willkie, since such an agree- 
ment is included in the present work- 
ing arrangement of Commonwealth & 
Southern with TVA. 

Since the possibilities of accom- 
plishing a fair compromise are heavily 
weighted with political and legal com- 
plications, utility investors view the 
recent action of the administration 
with mingled feelings of mistrust and 
hope, waiting to see whether a “good 
neighbor” policy is to be applied. The 
sooner the issue can be clarified, the 
better for both investors and tax- 
payers. 
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State Utility Regulation 
As a Regulator Sees It 


Considering what the state regulatory bodies have 

accomplished in the public interest since 1913, 

the author believes the state utility commissioners 
might well puff out their chests a bit. 


By RILEY E. ELGEN 
CHAIRMAN OF THE PUBLIC UTILITIES COMMISSION 
OF THE DISTRICT OF COLUMBIA 


AN state regulation of public 
oe utilities be made more effec- 

tive? Those who would center 
all regulation in Federal bodies, or 
who advocate public ownership say 
“no”; state regulatory authorities say 
little. The viewpoint of those who 
answer the question is influenced by 
their background of training and ex- 
perience, or lack of it, in the field of 
operation or regulation of utilities, or 
both. Few individuals qualified by 
training and experience have ex- 
pressed any opinion concerning the 
question. However, the expressions 
of those without background in either 
field are numerous. A person without 
responsible experience in either the 
operation or regulation of utilities is 
not hampered with real knowledge in 
his discussions of the subject. Being 
blissfully unconscious of the errors in 
his reasoning, he cannot appraise their 
cumulative effect on his conclusions. 


The leading universities furnish the 
most prolific writers on the subject of 
state regulation. Many of those who 
declare that state regulation of utili- 
ties has failed have a keener sense of 
appreciation of the salability of their 
writing than they have of the subject 
under discussion. Few if any such 
experts know anything from experi- 
ence or training. Notwithstanding 
all of these scholarly articles, it can 
be demonstrated that state regulation 
in the main has not failed. There is 
no denying that not all states enjoy 
the best. This condition is not unlike 
any other activity. There is always 
the bad, the good, the better, and the 
best. These qualities are also inher- 
ent in the field of regulation. How- 
ever, the voters of every state have 
the power to change its regulatory 
system. 


| ieee there be no misconception of 
what state regulatory commis- 
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sions have achieved since 1913. It is 
no mean accomplishment. It should 
not cause such bodies to hold their 
collective heads in shame. In fact, as 
a result of state regulation throughout 
the nation, at the end of 1935, power 
rates had been reduced 30 per cent be- 
low the 1913 level. On the other 
hand, as a result of Federal regulation 
of railroads, their rates are 40 per 
cent above the 1913 level. These 
were increased $125,000,000 in 1931 
and $85,000,000 more in 1935. The 
composite of all state regulated rates 
is again down to about the level of the 
1913 composite. State regulated util- 
ity rates fell during the last ten years 
at a more rapid rate than the com- 
posite of all unregulated items com- 
prising the cost of living and are still 
falling, while the unregulated items of 
household expenses are either rising 
or static. State utility commissions, 
therefore, might well puff out their 
chests a bit. The taxpayer puts up 
$6,000,000 annually to defray the cost 
of all state regulation of utilities with 
revenues over $9,000,000,000. That 
is not as much as that appropriated for 
the use of the Interstate Commerce 
Commission alone. 


|g Bape dat pin: ga the benefits re- 
ceived by the public as a result 
of the work of utility commissions, 
each of us could do much better if we 
had the tools with which to regulate. 
However, even the worst of state reg- 
ulation has been better than the Fed- 
eral regulation of railroads, which, on 
its Golden Anniversary, finds nearly 
one third of the railroad mileage with 
more than $5,000,000,000 of its se- 
curities in bankruptcy; and having a 
rate structure, a financial set-up, and 


STATE UTILITY REGULATION AS A REGULATOR SEES IT 





689 


balance sheet statements that few if 
any experts can understand, and none 
can justify or defend. A customer of 
state regulated utilities has no diffi- 
culty in determining the charges he 
will have to pay for service under pub- 
lished schedules; on the other hand, 
only those shippers expert in decipher- 
ing secret code can determine a freight 
rate applicable to an interstate ship- 
ment. The theory of the Commerce 
Act, and not the commission, is at 
fault. 

While state regulation has improved 
in quality since its beginning, on the 
other hand, it has become more en- 
meshed in an overgrowing line of am- 
biguous court decisions. This is re- 
flected in the fact that lawyers of dis- 
tinction, but of opposing counsel, find 
equal reliance for their different views 
in the same language of the courts. 


| ear vleneng always has been a most 
fruitful field for legal practice. 
This is particularly true of the Inter- 
state Commerce Commission where 
those who practice before that body 
have a large membership and have 
formed a national association. Of 
course, if the processes were simpli- 
fied that field would be narrowed. 
Lawyers and financiers batten on the 
mysteries of regulation and finance of 
carriers and utilities, mysteries largely 
created by them. The loss is that of 
the public. Regulators who take those 
artfully created mysteries seriously 
find themselves confused by conflict- 
ing concepts of the law, and regula- 
tion moves forward with difficulty. 
These conditions are to be deplored. 
They are unhealthy. They can be 
avoided. They neither benefit the 
public nor the utilities. But they are 
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not peculiar to regulation of utilities. 
The director of the Federal Bureau of 
Investigation complains of the difficul- 
ties imposed by lawyers that the G- 
Men have to overcome. It is true of 
all law enforcement agencies. 

The whole process of regulation is 
gradually being handled on a business 
basis rather than a purely legalistic 
one. As a matter of fact, regulation 
stripped of all its mysteries resolves 
itself into these simple truths: 

First, there is a public desirous of 
securing gas, electricity, telephone, 
transportation, or water service. 

Second, there is the government, 
under which the public lives, which 
might if it so elected furnish the serv- 
ice required ; or 

Third, there are private parties who 
might be brought into the picture to 
do that which the government does 
not elect to do. 


’ is the third condition which ne- 
cessitated the creation of regula- 
tory bodies. The need for regulation, 
or supervision, if you please, occurs 
when, instead of doing that which we 
might perform for ourselves, we elect 
to hire others to do it for us. In the 
case of public utility service the public 
interest requires that somebody shall 
see that those who furnish such serv- 
ice do the job in a manner acceptable 
to the public, and that they do not col- 
lect more than a just compensation 


e 


for the service performed. That is 
the simplest definition of the regula- 
tion of utilities. A reading of labored 
arguments by high powered lawyers 
discloses that needless mystery has 
been thrown about this very simple 
problem. 

It is true that some of those charged 
with the duty of regulation stage 
dramatic legal battles without substan- 
tial evidence upon which to predicate 
hope of some benefit to patrons of the 
service. Such actions are just as un- 
fair to the public as to the utility. 

At times there is too much idle ora- 
tory and too many purposeless threats 
on the part of those same regulatory 
bodies and too little ultimate good ac- 
complished. To state it more correct- 
ly, there are some nationally known 
publicity hounds engaged in regula- 
tion. There are some regulatory 
bodies whose acts are widely heralded 
but which are seldom sustained by 
their own state courts. The public 
pays the bills for their personal adver- 
tising and gets little or nothing in re- 
turn. Such conditions are to be found 
in only a few states; and the people 
thus served have ample power to 
change them. There are other com- 
missions whose acts seldom receive 
more than a brief paragraph in the 
local paper because of the lack of the 
element of drama with its attendant 


has failed have a keener sense of appreciation of the salabil- 


q “Many of those who declare that state regulation of utilities 


ity of their writing than they have of the subject under 


discussion. 


Few if any such experts know anything 


from experience or training. Notwithstanding all of these 
scholarly articles, it can be demonstrated that state regula- 
tion in the main has not failed.” 
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news value; yet the public receives 
substantial benefit from their acts. 


y Be improve conditions there are 
some of us who believe that reg- 
ulatory commissioners should be ap- 
pointed in much the same manner as 
judges of the court are, and for long 
terms, but without regard to politics. 
In their selection honesty, integrity, 
knowledge, ability, experience, and 
training, all should be prime factors 
for consideration. 

As a rule, the aggregate bills paid 
for utility service in any jurisdiction 
are greater than the total taxes paid. 
Under those circumstances wisdom 
would seem to dictate that regulatory 
commissions should be given sufficient 
funds to employ a competent staff of 
technical, legal, and clerical assistants 
without which only the most obvious 
and indisputable adjustments can be 
made in the charges. Yet commis- 
sions, willing to act, frequently find 
that they are unable to do so because 
of the lack of essential tools of reg- 
ulation. If there be failure of regula- 
tory bodies to accomplish the things 
the public anticipated it is largely at- 
tributable to the failure of legislatures 
to appropriate funds with which to 
conduct the investigations so essential 
to any effective control of public serv- 
ice corporations. The money appro- 
priated for commission regulation 
should not be regarded in the same 
category as other appropriations. If 
a commission is competent it should 
return to the taxpayers many times 
the amounts appropriated for its use. 
Such a commission is an asset and not 
a liability. 


HEN a commission proceeds 
against a utility with a view to 


adjusting rates, tolls, and charges, it 
must know as much about the affairs 
of the utility as do its officers. There 
is only one way to gain such knowl- 
edge and that is by constant check up- 
on the construction, maintenance, op- 
eration, and finances of the corpora- 
tion by a reliable, experienced, and 
highly trained staff of technical as- 
sistants. Under such circumstances 
there can be no escape from the facts. 
Conclusions founded on an abundance 
of competent and substantial evidence 
cannot easily be overturned by courts. 

Therefore, the first essential to reg- 
ulation is a carefully selected and 
thoroughly competent commission, ap- 
pointed without regard to politics and 
with a sufficient tenure of office to re- 
move the threat of political interfer- 
ence and to insure security from any 
subversive forces which might seek to 
retard actions adverse to interests they 
represent. 

The second essential is a competent 
staff of experts with training and ex- 
perience equivalent to that of similar 
officers of the utilities. 

Of course, all that has gone before 
contemplates a regulatory law which 
would permit the greatest possible lati- 
tude for investigation, control, and 
action on the part of the commission. 
It should be a simple, plainly written 
statute founded upon the law of the 
land as interpreted by the Supreme 
Court, and correcting those defects 
which have been discovered in exist- 
ing laws. 


Gon a commission, implemented 

with the proper law and staff to 
enforce it, would return very large 
dividends to the taxpayers, and would 
command the respect of both the pub- 
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An Informed Commission Need Not Fear 
Utility Attorneys 


ce mN informed commission, armed with carefully marshaled 
facts, such as courts declare to be relevant, need fear no 


array of utility attorneys no matter how brilliant. 


Courts have 


demonstrated time and again their willingness to uphold any com- 
mission where the evidence supports the conclusions, and the order 
is not capricious or arbitrary.” 





lic and the utilities subject to its reg- 
ulation. Commissions created and 
maintained under conditions such as 
prevail today accomplish far more 
than they are credited with, but can- 
not attain that perfection in regulation 
which patrons of utility service desire 
unless the three conditions named are 
present. 

Asserting that a competent regula- 
tory body with proper tools would 
command the respect of the utilities 
themselves is only stating a well-estab- 
lished fact which all men recognize 
and that is: that we all honor, respect, 
and value the words of men who are 
masters in their field of activity, 
whether it be religion, law, education, 
regulation, or anything else. Men 
cannot become masters of regulation 
except by long years of training, as it 
is one of the most highly specialized 
fields of human endeavor. Yet when 
a member of a regulatory body is to 


be appointed it too frequently resolves 
itself into a choice of some one of a 
group of men versed in law. It is 
true that a good, sound utility lawyer 
is an essential part of the staff of a 
commission; on the other hand, most 
of the problems to be dealt with are 
engineering, accounting, and _finan- 
cial. The work of the commission is 
essentially technical and not legal. 

If the work of the staff is to be di- 
rected intelligently, it must be by men 
having knowledge gained by educa- 
tion, experience, and training in the 
technical fields from which the facts 
are to be gathered, and who under- 
stand the significance of the material 
assembled. Such men fortified with 
facts and figures do not need to bluff 
and bluster, or to threaten. No utility 
cares to measure swords with a regu- 
latory body possessed of substantial 
evidence, a knowledge of how to use 
it, and the courage to do so. 
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S° after all, this matter of regulation 
resolves itself into questions of 
fact, and not drama or oratory. An 
informed commission, armed with 
carefully marshaled facts, such as 
courts declare to be relevant, need fear 
no array of utility attorneys no mat- 
ter how brilliant. Courts have dem- 
onstrated time and again their will- 
ingness to uphold any commission 
where the evidence supports the con- 
clusions, and the order is not capri- 
cious or arbitrary. 

Now, in summary, it can be said 
that the regulation of utilities can be 
made more effective when there is a 
a better method of selecting members 
of utility bodies and when legislatures 
give those bodies the funds to employ 
competent assistance with which to 
determine the facts without which 
regulation cannot function properly. 
When a person is sick he goes to a 
doctor; when in need of legal advice 
he consults a lawyer; when spiritual 
comfort is required he cails in a min- 
ister of the Gospel; but when the state 
needs someone to regulate utility serv- 
ice it seems that any popular citizen 
will do. As a consequence, regulation 
is no more likely to succeed than any 
sick man is to recover if he called in 
a plumber instead of a doctor. With 
the preponderance of lawyers on util- 
ity boards, regulation has become 
more and more complex and little has 
been done to simplify it in some juris- 
dictions. It has been converted from 
a technical to a legal matter. It has 
been resolved into a highly argumen- 
tative process instead of a demonstra- 
ble proposition. 


fe 7muznces of those who are in- 
terested in good regulation dem- 


onstrate that it is not difficult to se- 
cure more reasonable rates when the 
known facts warrant them. It should 
not be necessary to go into court if 
you have a set of facts that clearly 
indicate the need for rate adjust- 
ments. If such information is pre- 
sented properly and timely to the util- 
ity, the chances are that the adjust- 
ments in rates can be made without 
great difficulty. After all, these are 
business propositions and are fre- 
quently susceptible of demonstration 
if handled by men of knowledge and 
understanding. 

Nine tenths of the difficulties en- 
countered in the adjustment of utility 
rates relate to the treatment to be 
accorded in the determination of the 
value of the property and the rate of 
return. Little difficulty is experienced 
in the determination of the net income 
available for return; that is to say, 
the total profit made by the utility. 
The controversy arises when a meas- 
ure of the amount of the return is set 
up in the determination of the profit 
to which the utility is entitled. 

In all regulated industry the 
groundwork of rules has been com- 
pleted and standards of quality have 
been established. These are not al- 
ways uniform. There is no reason 
why such rules, in the main, should 
be different in the various jurisdic- 
tions. However, whether they are 
uniform or not is a matter of interest 
only to the citizens and their own reg- 
ulatory authorities. Much good can 
accrue to the users of utility service 
through the adoption of reasonable 
rules and standards of service. 


Ore the necessary rules and reg- 
ulations have been established, if 
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wisely done, there should be little call 
for changes in them except as experi- 
ence dictates. The problems remain- 
ing relate largely to rates, tolls, and 
charges, and issuance of securities. 
That does not mean that these are 
the only matters appearing before a 
regulatory commission. The routine 
of administration is arduous and ex- 
acting if pursued conscientiously. 
This includes, among many other 
things, a detailed examination of the 
accounts, both earnings and expenses, 
to see that each is properly and legiti- 
mately accounted for; a constant en- 
gineering check of the property in- 
stalled and retired to see that the cost 
of nonessential property is not put into 
the accounts and that costs are not re- 
tained there, after the useful life of 
property has expired. 

An efficient and competent regula- 
tory body has little opportunity for 
either midday siestas, or golf during 
business hours. Such a body should 
be energetically engaged in the task of 
acquainting itself with facts essential 
to good regulation. If it is to become 
as fully informed about the affairs of 
the utilities as the officers of the com- 
panies, such a body must work hard 
both in the field and office. Other- 
wise, regulation can proceed only by 
formula, and without the confidence 


and assurance necessary to success, 


eens it is the writer’s opinion, 
based on more than twenty years’ 
experience in national and local reg- 
ulation in which rates for gas, elec- 
tricity, telephone, and transportation 
have been reduced to lower levels than 
in other jurisdictions, that it is not an 
insuperable matter to do so in any lo- 
cality if the machinery of regulation 
is permitted to function as it should. 

The sliding-scale method of regula- 
tion as practiced in the District of Co- 
lumbia has produced lower rates in 
both the electric and gas utilities than 
are found in other jurisdictions. 
Many states and municipalities have 
sent representatives here to study our 
methods or have asked for advice on 
how to accomplish similar results. 

The objective type rates initiated by 
the Alabama Public Service Commis- 
sion in 1933 are a distinct advance in 
regulation, and that plan has been 
adopted by other states. 

This illustrates that there is hope 
for better regulation. That will be 
realized only when authorities charged 
with the duty of formulating better 
laws, appointing better regulators, and 
appropriating sufficient money to do 
the job as it should be done, make up 
their minds to do their own job as it 
should be done. 





Another Appliance Prospect Lost 


Cue on Mayor Mark Gehan of St. Paul, Minn., Robert Bergeron 
brought his wife and ten children, carrying between them three 
huge bundles of soiled laundry. Bergeron, a relief applicant, said they 
could not do the washing for such a family by hand. He demanded an 
electric washing machine or would let the mayor find some other 
means of taking care of their —-, Mayor Gehan did some tele- 


phoning and obtained the promise of a WPA job for Bergeron at $60.30 
a month. Bergeron turned it down, demanding at least $100 a month 
and a washing machine to do the family laundry. When the mayor was 
unable to comply with these terms, Bergeron and his family trooped out 
of the office leaving their washing behind. 
—THE WALL STREET JOURNAL. 
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The Federal Power Experiments 


It would be fortunate indeed for the taxpayers of the 

country, as well as investors in existing utilities, in 

the opinion of the author, if none of the government 

hydro projects had been undertaken until it was 

certain that their output was both needed and justified 
to supply existing markets. 


By FRANK F. FOWLE 


MONG the encouraging signs of 
A the times are the current inter- 
est in the economics of electric 
power supply and the growing tenden- 
cy to question the experiments of the 
New Deal in developing hydroelectric 
power. The popular imagination has 
always been easily stirred by the theme 
of the wasted power in falling water, 
and its potential usefulness to society. 
Perhaps this is due to the fact that the 
natural beauty of a water fall in its 
setting in the wilderness has been the 
inspiration of romantic literature, 
poem, and song for centuries past. 
Even the primitive wooden water 
wheels which ground the grist of the 
pioneers, shared in this romance. It 
was then but a step, figuratively, to the 
modern fallacy that here is an unlim- 
ited source of cheap power, which will 
prove a boon to society and endow 
even the humblest of us with unex- 
pected blessings. 


This fallacy has perhaps never been 
presented in such exaggerated form as 
in a recent book’ by a New Dealer, 
of semiofficial character, in which -it 
is stated, in substance, that every gal- 
lon of water which flows down river 
to tide level, and misses even by an 
inch of fall its potentialities of power 
generation, represents a _ needless 
waste. This undeveloped power, ac- 
cording to the New Deal, is our great- 
est potential source of national wealth. 
By means of gigantic hydroelectric 
projects they will tap these water re- 
sources and effect more widespread 
distribution of cheap electric power. 

As everyone knows, these large hy- 
droelectric projects, in most cases, are 
more or less remote from industrial 
markets and centers of population. 
Electric transmission of the power to 

1“Back To Work: The Story of PWA” 


by Harold L. Ickes. New York: The Mac- 
Millan Company, 1935: page 122. 
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market is essential. Historically it is 
rather interesting to recall that electric 
power transmission had its inception 
in 1891, in the celebrated project in 
which hydroelectric power generated 
at Lauffen (Germany) was transmit- 
ted 108 miles to Frankfort, where it 
was used in the Electrical Exposition. 
It is still more interesting to recall 
what a competent authority * said con- 
cerning this installation a few years 
later : 

The cost of this particular plant was so 
great that the power developed at Frankfort 
really cost some four to five times as much 
as it could have been developed for with 
steam machinery on the spot, but the instal- 
lation settled a large number of doubtful 
questions and warranted the application of 
such transmissions in evidently favorable lo- 
cations, thereby bringing about a reduction 


in the cost of apparatus and opening a wide 
field for such enterprises. 


HE statement above quoted was 

made nearly forty years ago, 
when the thermal efficiency of steam 
plants, then dependent of course on 
steam engines rather than turbines, 
was very low in comparison with 
modern plants. It was also true, of 
course, that hydro plants of that pe- 
riod were much less efficient than 
those of today. The same authority, 
in another part of his paper quoted 
from, made the following statement 
concerning the comparative economics 
of hydro and steam power: 

Where water power is available the chief 
cost is the first installation, after which the 
continuous charge is only for interest, re- 
pairs, and attention, while, with the steam 
engine, the cost of the fuel is to be added to 
the other general items. It follows there- 
fore that the original cost of, and therefore 
the interest charges on, a water plant can 


be made considerably larger than for a 
steam plant, and the former still show an 


2“The Electrical Transmission of Energy,” 
by Charles E. Emery, Ph.D. Journal of the 
Western Society of Engineers, 1897, pages 
253-262. 


advantage, but, if the water power is to be 
transmitted, the interest charges apply not 
only to the cost of the development of the 
water power, but to the cost of the means 
of transmission, and it becomes evident that 
it may be possible to so increase the inter- 
est charges that they will balance the cost of 
fuel, particularly where the latter is cheap, 
For these reasons it is found that it will not 
pay to develop water powers in every loca- 
tion, and we shall see as we proceed that 
the profits to be derived from the larger un- 
dertakings of this kind are not nearly as 
great as they would appear to be when one 
sees the enormous waste of energy at a large 
waterfall. 

In other words the mere waste of 
energy at a large waterfall may be far 
from an economic waste. In the same 
sense the unused power of the winds is 
also a waste, but its utilization on an 
extensive scale, by any means yet 
known in the mechanical arts, is so 
costly as to be hopelessly impractica- 


ble. 


a aspects of the economic 
problems involved in electric 
power generation by hydro and steam, 
including transmission to market, and 
local distribution in market areas, 
were discussed in a series of papers*® 
presented under the auspices of the 
Western Society of Engineers at the 
Midwest Power Engineering Confer- 
ence held in Chicago last April. A 
summary of facts was also presented 
covering the plants of the government 
for hydroelectric projects throughout 
the country. These original plans 
have since been modified in certain in- 
stances, as for example at Fort Peck 
where power development has been 
abandoned for the present at least, and 
the benefits are now confined to flood 
control and navigation. Passama- 


8 “Engineering Economics in National Pow- 
er Picture,” including papers by Dr. Arthur 
E. Morgan of TVA, several other nationally 


known engineers, and the writer: Journal of 
the Western Society of Engineers, June, 1936. 
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Social Significance of Power Development 


ad Sc: emphasis has been placed by the New 
Deal on the social significance of cheap 


and plentiful electric power. 


Everyone will ad- 


mit that this significance can scarcely be over- 
emphasized from the standpoint of the consumer, 
but sight should not be lost of unfortunate social 
consequences to taxpayers and investors who may 
be irreparably injured by unwise or unnecessary 


programs of development.” 





quoddy, which is the outstanding ex- 
ample of economic folly and almost 
universally condemned by engineers 
for that reason, has been suspended 
for lack as yet of congressional au- 
thorization for its completion. 


AS pointed out in the papers last 
referred to, these government 
projects are not only far from markets 


but they also are not codrdinated with 
supplemental steam plants. Such co- 
ordination, in all but exceptional in- 
stances, is necessary to permit of max- 
imum use of available water at the 
hydro plants and concurrently reduce 
the cost of hydro output to the ex- 
treme possible minimum. Two very 
good examples of this need for sup- 
plemental steam power are found at 
the Hales Bar steam plant, adjacent 
to the Hales Bar hydro station on the 
Tennessee river, and the Sheffield 
steam plant adjacent to the Muscle 
Shoals hydro plant. As far as yet 
announced, none of the TVA hydro 
plants in the Tennessee valley will be 
provided with supplemental steam 
plants, or in fact any of the other gov- 
ernment hydro projects. If this diffi- 
culty is ultimately overcome, it will 


evidently be accomplished through in- 
terconnection with privately owned 
steam plants of public utilities or large 
private industries. 


MM” fundamental objections to 
the government hydro pro- 
gram, however, arise from the 
experimental nature of these un- 
dertakings on the commercial side, 
and the lack of comprehensive devel- 
opment studies to justify the projects 
at all, even assuming that the cost of 
the power is unusually low at the site 
of generation. PWA had its inception 
in the theory of a public works pro- 
gram for the double purpose of mak- 
ing work relief for the unemployed, 
and priming the pump of industry by 
orders for materials and equipment. 
The planning of huge hydroelectric 
projects, if undertaken as it would be 
done by private enterprise, would be 
preceded by thorough and comprehen- 
sive study of their commercial possi- 
bilities, normally requiring consider- 
able time for completion. These 
studies might consume a year or more, 
or even several years. Nevertheless, 
private enterprise would not undertake 
such projects until the results of the 
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studies and commercial surveys point- 
ed unmistakably to the existence of 
adequate markets for the output, and 
the assurance that the profits of the 
enterprise would attract capital on rea- 
sonable terms. 

By the time that the normal meth- 
ods of private enterprise had demon- 
strated the commercial feasibility of 
these large projects, the depression 
might have advanced well along to- 
ward recovery. Consequently the pur- 
poses of PWA demanded fast action. 
They found two government agencies 
well prepared with plans ready to pull 
out of the pigeon hole; these were the 
Reclamation Service and the U. S. 
Engineer Corps. Their plans, it is 
true, contemplated flood control, navi- 
gation, and reclamation as the basic 
objectives, but water-power develop- 
ment was easily added. 


HE plans of the government for 

the huge hydro project undertak- 
en might consequently be termed the 
experimental method of development, 
as distinguished from the method of 
commercial survey of potential mar- 
kets and careful preparation of funda- 
mental plans for physical development 
including generation, transmission, 
and distribution, projected reasonably 
far into the future. For the benefit 
of laymen, some discussion of the es- 
sential reasons for the methods used 
by private enterprise, as distinguished 
from the experimental methods fol- 
lowed by the government, might be il- 
luminating. 

The lay public is able readily to 
visualize the economics of many types 
of retail business, in which the prin- 
cipal investment consists of stock in 
trade. Normally the turn-over is 


rapid, perhaps several times a year. 
The profit per sale is small and the 
ultimate total profit in a year’s time 
depends upon volume of business. 
Such an undertaking can ordinarily 
be liquidated and closed out in a few 
months, or perhaps weeks, if neces- 
sary ; it can also be launched as a new 
enterprise in a correspondingly short 
period. 

An electric utility is an enterprise of 
different type in practically every re- 
spect. Before any customers can be 
served, a very large investment must 
be made in a plant which is of per- 
manent character. In 1935 the total 
investment in all electric utility sys- 
tems in the United States was ap- 
proximately $13,100,000,000 distri- 
buted as follows :* 

Avg. Avg. 
per per 
Kilo- Cus- 
Total watt tomer 


Generating plants . . $4,800,000,000 = = 
Transmission systems 3,000, 000, 

Distribution systems 4, 700, 000, 000 13 i” 
Miscellaneous 600,000,000 a 


$13,100,000,000 $364 $523 


— huge investment is in various 
types of plant which have useful 
lives in service ranging from perhaps 
ten to twelve years at the minimum to 
fifty years or more at the maximum, 
and a composite average on the order 


of twenty-five years. The price of 
service to the consumer, at fair rates, 
is comprised in great part of charges 
on the investment in plant. These 
charges include taxes, insurance, in- 
terest, depreciation, and general over- 
heads. In 1935 they aggregated 65 
per cent of the cost of service to the 
consumers of the country as a whole. 

4See the writer’s paper in the June, 1936, 


issue of the Journal of the Western Society 
of Engineers, page 153. 
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The necessity for this tremendous 
investment in order to furnish service, 
combined with the relatively long life 
of the physical plant, makes it obvious 
that cheap and reliable service depends 
most vitally upon careful design and 
correct location of the various ele- 
ments which comprise the plant as a 
whole. Any serious mistakes in these 
respects will have unfortunate conse- 
quences, because such mistakes can be 
corrected only at great expense, either 
in premature removal of plant from 
service, or altering plant location, or 
extensive rebuilding. Under private 
enterprise these problems are not only 
given most careful and thorough con- 
sideration before any plant is con- 
structed, but they receive continuing 
attention as a routine matter of op- 
eration and management. 


¥ contrast with the foregoing meth- 


ods designed to prevent waste of 
capital and insure the best service at 
the lowest fair costs, is the experimen- 
tal method of development adopted by 
the government under the pressure of 
haste to place the hydro projects 
under construction, That is to say, 


these government undertakings were 
launched by first constructing the hy- 
dro generating plants, and then con- 
sidering the problem of where and to 
whom the output could be sold, if at 
all. It should be added, however, that 
reconsideration of some of these un- 
dertakings, as at Fort Peck and Grand 
Coulee for example, led to abandon- 
ment at least for the present of the 
hydro installations. 

It would have been fortunate indeed 
for the taxpayers of the country, as 
well as the investors in existing utili- 
ties, if none of the government hydro 
projects had been undertaken until it 
was certain that their output was both 
needed and justified to supply existing 
markets. 

Much emphasis has been placed by 
the New Deal on the social significance 
of cheap and plentiful electric power. 
Everyone will admit that this sig- 
nificance can scarcely be overempha- 
sized from the standpoint of the con- 
sumer, but sight should not be lost of 
unfortunate social consequences to 
taxpayers and investors who may be 
irreparably injured by unwise or un- 
necessary programs of development. 





Commissioner Eastman’s Advice to the 
Transit Industry 


6¢ Fes cultivate good financial habits. 


Look for profits to the direct 


operation of your properties and not to speculative stock transactions. 


“SECOND, cultivate good labor relations. 


Permit your employees to organ- 


ize in any way they see fit. Pay what will be regarded in your communi- 
ties as good wages and maintain safe and healthful working conditions. 


“Turp, cultivate good relations with public regulating authorities. If you 
feel the authorities are wrong, appeal to the law courts where possible, 
otherwise to the court of public opinion.” 


—Hon. Josern B. Eastman, 
Interstate Commerce Commissioner. 
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Holding Company Death 
Via the New Tax Law 


Is the holding company likely to join the ranks of the 
Indians in rapidly vanishing from the American scene? 


By FRANK E. SEIDMAN 


HE annual crop of income tax 
laws seems to be the one thing 
that is drought proof, if the last 
three years form a valid criterion. 
Fair weather or foul, dry or moist, the 
succession of tax laws has known no 
infertility. In the process, a good deal 
of cross breeding has been going on, 
with the result that the latest crop to 
sprout is not of the common garden 
variety. To the contrary, it contains 
an almost revolutionary innovation 
in modern tax fields—the undistribut- 
ed profits tax. 

Considered merely as a tax, the 
newcomer would hardly merit any 
special attention, however novel its 
costume. But whether unwittingly or 
otherwise, the legislation transcends 
the revenue domain and harbors pos- 
sible repercussions in the broad eco- 
nomic and social sphere of a magni- 
tude and importance, the extent of 
which it is precarious so early in the 
game to predict, but the certainty of 
which looms inevitable. For example, 
it is obvious that the tax gnaws at the 


roots of the entire corporate fabric, in- 
ternal and external. It'may profound- 
ly affect the stockholder-corporation- 
management relationship. The whole 
financial scheme of things may be 
called upon for readjustment or re- 
orientation. It would be foolhardy to 
undertake to canvass here these vast 
subjects or any one of them. Rather 
it is desired to focus attention on just 
one small but vital segment, namely, 
the status of the holding company un- 
der the penetrating rays of the new 
tax system. 

Holding companies—especially those 
of public utilities—have come in for 
special, even though unwelcome, at- 
tention during the last three years. 
Much heat was generated in the dis- 
cussions as to what to do about them, 
but little light on how to do it. The 
idea originally was to “give them the 
works” openly, violently, and abrupt- 
ly. Finally, Congress adopted the 
Wheeler-Rayburn bill containing the 
“death sentence” but in more lingering 
fashion. Many of the public utilities 
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took heart, however, in the belief—or 
perhaps hope—that the execution 
would never take place because of the 
constitutional inhibitions lying in the 
path of the measure. Along comes 
the 1936 tax law and it bids fair to 
dissolve the necessity for testing 
whether or no the Wheeler-Rayburn 
bill is legally sanctionable. For the 
tax provision promises to do more by 
subtlety in easing the holding company 
out of the picture than all the death 
sentences were originally designed to 
do overtly. Instead of being put to 
death merely by temporal limitations, 
the tax law will, in many instances, ac- 
complish the same ends through the 
financial route by taxing the holding 
company to gradual extinction. 


” discussions of the revenue bill 
during its legislative course, very 
little was heard, but much may have 
been thought, about the holding com- 
pany situation, for there is contained 
in the law a multiplicity of tax yokes 
burdening the holding company that 
sooner or later are bound to make 
these companies succumb. 

To begin with, the law provides that 
15 per cent of all dividends received 
by one corporation from another must 
be included in income for corporate 
normal taxes. With the normal tax 
rate graduating to 15 per cent, that 
in effect means that intercompany 
dividends may be subject to a tax of 
24 per cent (that is, 15 per cent of 15 
per cent). In years prior to 1936, all 
such dividends were exempt from tax 
entirely. The effect of this change 
upon organizations containing layers 
of corporate structures is evident. 
Taxes will have to be paid on part of 
the same income over and over again, 


as it goes in one door and out the oth- 
er, the extent of the duplication de- 
pending upon the number of corpora- 
tions contained in the structure. 

Thus, assume that an operating 
company has four supervening holding. 
companies before the ultimate stock- 
holders are reached. First, there will 
be a tax against the operating com- 
pany. Then, as the income of this 
operating company filters through the 
quartette of corporations, a tax of 15 
per cent of the hand-up will again be 
payable by each corporation receiving 
it (unless there are offsetting deduc- 
tions or losses). In other words, ap- 
proximately four times 24 per cent, or 
9 per cent will be clipped off the op- 
erating companies’ income as it passes 
up the line, which with the original 
15 per cent tax on the income to begin 
with, in the hands of the operating 
company, extends the normal tax 
alone to 24 per cent. Where, as in 
some corporate structures, holding 
companies are piled on holding com- 
panies many fold, the tax punishment 
that lies in store for them is unmistak- 
able. 


ig prem tax duplication is but a 
small part—in truth, the small- 
est part—of the impending tax wor- 
ries of the holding company. The real 
embalming fluid is injected in the 
veins through the surtax, more popu- 
larly known as the undistributed prof- 


its tax. This tax provides for a levy 
at graduated rates up to 27 per cent on 
the retained profits of corporations. 
Here is where the rub comes in: In 
determining the profits of the corpo- 
ration upon which this tax is applied, 
dividends are required to be included in 
full, and not just 15 per cent. The 85 
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The Tax Pressure on Holding Companies 


“ . . the 1936 tax law 


bids fair to dissolve the neces- 


sity for testing whether or no the Wheeler-Rayburn bill is legally 


sanctionable. 


For the tax provision promises to do more by 


subtlety in easing the holding company out of the picture than all 

the death sentences were originally designed to do overtly. In- 

stead of being put to death merely by temporal limitations, the 

tax law will, in many instances, accomplish the same ends 

through the financial route by taxing the holding company to 
gradual extinction.” 





per cent credit extended for normal tax 


purposes does not apply to the surtax. 


N other words, dividends received 
by one corporation from another 

are for undistributed profits tax pur- 
poses, taxed exactly the same as 
any other income. Accordingly, in 
a many-layered corporate structure, 
heavy taxes accrue unless distribution 
takes place of all intercompany income 
all the way up the line. In the absence 
of such distribution, the unit is 
trapped for the undistributed profits 
tax with its rate spread of 7 per cent 
to 27 per cent. 

It might be mentioned that the act 
contains certain relief or “safety 
valve” provisions which were calculat- 
ed to alleviate some of the extreme 
hardships that this situation might oth- 
erwise bring about. Corporations un- 
der written contract entered into before 


May 1, 1936, restricting the payment 
of dividends or requiring the applica- 
tion of income or profit to discharge 
of debt, are to that extent relieved 
from the tax on undistributed profits. 
Such restrictions have been more or 
less usual as part of the indenture 
terms in the financing of senior securi- 
ties of public utility companies. Un- 
fortunately, however, the regulations 
recently promulgated by the Treasury 
Department have considerably nar- 
rowed the scope of the relief by re- 
quiring in effect that past accumulated 
surpluses be taken into consideration 
in determining whether the current 
year’s earnings are actually restricted. 
Many public utility companies with 
such accumulated surpluses will, there- 
fore, find little of the statutory cush- 
ion on which to rest their head, if the 
interpretation announced by the regu- 
lations is sustained. 
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Bp ens the circumstances, it appears 
that holding companies will, in 
general, have three possible courses to 
follow. They can either (1) pay the 
heavy taxes on intercompany income, 
(2) distribute substantially all of their 
intercompany income right up the line, 
or (3) integrate their corporation 
structures. 

The first alternative is for all prac- 
tical purposes “out.” It is inconceiv- 
able that management will long sacri- 
fice the earnings of corporations by 
paying these heavy penalties in order 
to have a place in the sun of dubious 
value. 

The second alternative—distribu- 
tion of the corporate income—will 
probably be adopted by those organi- 
zations having comparatively simple 
intercompany structures and owning 
substantially all of the underlying 
stocks. However, not every or even 
many companies—especially in the 


public utility field—are so constituted. 
The situation may be rare indeed 
where it will be feasible to send divi- 
dends up right through to the top 
company, even if the unit were so 


minded. Capitalization difficulties, 
guaranties, legal drawbacks, etc., stand 
inthe way. Furthermore, in many of 
the larger holding companies, there 
are outstanding minority stock inter- 
ests in underlying companies to be 
considered and dealt with. Before 
making wholesale intercompany dis- 
tributions induced solely under tax 
pressure, the controlling interests will 
undoubtedly seek to eliminate the 
minority by purchase or otherwise. 
The minority, on the other hand, sens- 
ing the reversal of things, with the 
minority tail now wagging the major- 
ity dog, may refuse to budge or may 


make the majority “pay through the 
nose.” (The substantial rise in the 
market price of these minority stocks 
since the enactment of the tax law 
may be in part an attribute of this 
very development.) Even if this 
problem is ultimately gotten in hand, 
there will still be the duplication of 
normal tax on intercompany divi- 
dends. All in all, therefore, complete 
distributions from company to com- 
pany is likely to prove a distasteful 
and avoided answer to the problem. 


HE third alternative—complete or 

substantial integration—will, by 
and large, probably be the way “out” 
for most holding companies. True, 
many legal and financial difficulties 
will probably be encountered in the 
integration process, but self-preserva- 
tion will, paradoxical as it may sound, 
inevitably dictate the collapse of the 
intercompany structures, especially 
those of many layers. 

Thus, “the path of glory leads but 
to the grave.” The tax law has 
sounded the doom of the holding 
company. In fact, it has gone further 
—it has set up a Scylla and Charybdis 
to make death more alluring and al- 
most painless. A provision has been 
included which affirmatively invites in- 
tercompany liquidations under a white 
flag insuring freedom from tax on the 
liquidation itself even though the as- 
sets of the subsidiary are worth in- 
finitely more than the cost of the stock 
to the parent. Liquidation was like- 
wise courted in the 1935 Act, but not 
in such attractive and flattering man- 
ner. 

Putting it all together, it comes to 
about this: The certainty of death 
and taxes has been transported into 
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the certainty of death via taxes. In executioner, and the undertaker. As- 
its foresightedness as to the likely ef- suming the law in its present regalia 
fect of its provisions, the new tax law “sticks” for any length of time, the 
has provided all the needed embellish- holding company is likely to join the 
ments and dramatis personnae for ranks of the Indians in rapidly vanish- 
making the job complete—the axe, the ing from the American scene. 





Have You a Little Electric Eye in Your Home? 
(From “Nonessential Essays” by Herbert Wallace) 


M°z of us who can read have read some place or another about the 
incredible electric eye. It’s a handy little gadget no bigger than a 
nickel glass of beer which, in a way, it much resembles. The electric 
eye has been used mostly to count things—an automatic abacus, if you 
will pardon my alliteration. True, in comic strips it has been employed 
by trusting criminals to blow up smart-aleck detectives who (unfor- 
tunately perhaps) always find out about it in time to avoid destruction 
and continue their professional adventures for the edification of the 
comic strip fans. 


In actual use, however, the electric eye is much more effective. For 
example, in the Pennsylvania Station in New York there is a battery of 
them set into the door frames to count people as they pass in and out. 
Why? Heaven only knows, unless the railroad men have been betting 
again. Anyhow, you can always hear their cheerful click-click-click 
every time a bona fide person (which is to say a flesh and blood citizen) 
darkens the door. Ghosts, of course, are allowed to pass freely without 
registering. The cells are set high enough to avoid counting cats and 
dogs unless they happen to be walking on stilts in which event they 
would be remarkable enough to rate a regular count. 


Out in North Dakota on U. S. Highway No. 10 there is a set of 
electric eyes recently installed to count motor traffic. They are so 
refined that they can distinguish between an automobile and a pedestrian. 
It is not recorded whether they could distinguish between an automo- 
bile and a horse and buggy, but perhaps if they were equipped with 
pince-nez beribboned eye glasses, they might be refined enough to dis- 
tinguish between Republicans and Democrats. 


This writer, however, feels that the possibilities of the electric eye 
have only been scratched. Why use it solely for such frivolous business 
as traffic counting? Why shouldn’t it be possible to start a movement 
for an electric eye in every home? Why not make America electric eye 
conscious ? 


Think how a housewife would welcome a device to keep Junior out of 
the cookie jar and prevent her husband from sneaking out to his poker 
club or sneaking in from it at 3 4. m. Think how the husband in turn 
could leave his wallet in his pants with impunity under the watchful 
electric eye. Used as a gate warning, pesky visitors could be foiled and 
bill collectors routed. And if its counting you want, it might even be 
put to work counting hypothetical rg: thereby oteving the weary 
— = tedious chore and leaving him free to go to sleep without 

urther ado. 


If the device were sufficiently improved, we might even be able to 
get an electric eye to substitute for us in seeing “worth-while” plays 
that everyone tells us we should see and in reading “instructive” books 
and other material that we don’t want to be bothered with reading our- 
selves, such as, for instance, this very nonessential essay by 

—Hers WALLACE. 








Financial News 


and 


Comment 


By OWEN ELY 


Huge Demand for Electric 
Output Predicted 


TANDARD Statistics, after making a 

careful survey of the electric power 
and light industry, has reached the fol- 
lowing interesting conclusions regarding 
the peak demand which might be at- 
tained during the present business cycle, 
which (if comparable in length to the 
cycle of 1921-9) might culminate about 
1940: 


Industrial power demand during the re- 
mainder of the current business cycle prob- 
ably will increase more rapidly than in- 
dustrial activity. It is estimated that in- 
dustrial sales may reach 90 billion kilowatt 
hours a year at the top of the cycle, com- 
pared with sales of 50 billion kilowatt hours 
indicated for 1936. 

Commercial demand will expand moder- 
ately with increasing trade activity and 
should be stimulated further by the “better 
lighting” campaigns. It is estimated that 
commercial sales may reach 25 billion kilo- 
watt hours annually at the peak of the cur- 
rent business cycle, compared with indicated 
sales of 16.35 billion kilowatt hours in 1936. 

Domestic sales will be further stimulated 
by rate reductions, while air conditioning 
units, as well as refrigerators, ranges, and 
water heaters, will add materially to do- 
mestic demand. The efforts of the govern- 
ment and of utilities will increase both the 
number of farms served and the amount of 
electricity used per customer. It is esti- 
mated that domestic sales (including sales 
to nonirrigated farms) may reach 31 billion 
kilowatt hours compared with indicated 
sales in 1936 of 15.75 billion kilowatt hours. 

Probable decline in traction sales should 
be offset by increased demand of electrified 
steam railroads. 

Adding together the estimates of sales to 
each class of customers indicates that total 
annual sales may reach 156 billion kilowatt 


hours, against indicated sales of 91 billion 
kilowatt hours in 1936. Sales of this mag- 
nitude, allowing for energy lost in transmis- 
sion and distribution, would require a total 
production of 186 billion kilowatt hours, a 
70 per cent gain over 1936 production of 108 
billion kilowatt hours. 

Such an increase in production would 
necessitate an addition of around 24 million 
kilowatts of capacity to meet the peak de- 
mand. It is estimated that the additional 
generating equipment plus the required ex- 
tension of transmission and distribution fa- 
cilities may cost the industry more than 


,000, , 


ca 
Cities Service Power & 


Light Co. 


“Bye Service Co. is interested in oil, 
utilities, and real estate in New 
York city. Its public utility interests 
cover twenty-one states and the Domin- 
ion of Canada, serving territory with an 
estimated population of 4,500,000. 

Principal subholding companies for 
the utility interests are Arkansas Nat- 
ural Gas Corporation, with four subsid- 
iaries, and Cities Service Power & Light 
Co., which controls some fifty subhold- 
ing and operating companies, including 
the Federal Light & Traction Co. sys- 
tem, described in the previous issue of 
the ForTNIGHTLY. 

Cities Service Power & Light Co. was 
incorporated in 1924, acquiring Cities 
Service’s utility holdings, and control 
of Federal Light & Traction was taken 
over in 1931. The 1935 consolidated 
system balance sheet showed assets in 
the neighborhood of $420,000,000 
against which there were outstanding 
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approximately $270,000,000 funded debt 
(including subsidiary preferred stocks 
and minority interests), 233,500 shares 
of preferred stock! ($5, $6, and $7 
series), and 650,000 shares of common 
stock, all of the latter being owned by 
Cities Service Co. except directors’ 
qualifying shares. 

Earnings on the bonds and preferred 
stocks in the past decade (as reported by 
Standard Statistics) have been as fol- 


lows: 
Earned 
Fiscal Year Fixed Charges per Share 
Ended Times Earned Preferred 
Sept. 30, 1935 1.15 
“ iii 1934 f 
it “ 1933 
June 30, 1932 
5 * 6 ; ; 
1930 : 32.17 
30.13 
29.58 
30.84 
54.34 


In the quarter ended June 30, 1936, 
the company reported net income of 
$890,018 compared with $608,037 in the 
same quarter of 1935, a gain of about 
46 per cent. Fixed charges were cov- 
ered 1.26 times in the 1936 quarter, and 
$3.81 per share was earned on the pre- 
ferred stock, or about 24 times the aver- 
age dividend requirements. However, 
it should be noted that depreciation 
charges in relation to gross revenues 
were below the charges of some other 
utility systems. 

There are accumulated back divi- 
dends on the preferred stocks approxi- 
mately as follows: $7 preferred, $37; 
$6 preferred, $27; $5 preferred, $22. 

The company’s two issues of deben- 
ture 54s (due 1949 and 1952) are sell- 
ing currently at about 754, the $7 pre- 
ferred at 62, and the $6 preferred at 54 
(all on the New York Curb Exchange). 


e 
New York Transit 
Plan Doomed? 


| hg developments in the hear- 
ings on the New York traction unifi- 
cation plan before the transit commis- 


1 Disregarding stock repurchased. 


sion (a state body) add weight to the 
suspicion previously expressed in this 
department that the project, like its 
predecessor Untermyer plans, seems 
doomed to defeat. Counsel John J. 
Curtin of the commission has warned 
that every phase of the plan must be dis- 
cussed, since it involves traction rela- 
tions for the next seventy-five years— 
while Mr. Berle has plainly stated that 
protracted delay is equivalent to rejec- 
tion of the plan. He also charged the 
transit commission with an injury to the 
city, due to its policy of noncodperation, 
since the B.M.T. in the meantime has 
refinanced, cutting down estimated in- 
terest savings contemplated in the plan. 
Holders of Interborough securities have 
indicated they would not be bound after 
January Ist unless interest is paid on 
the new securities. 

Mr. Curtin holds that special care is 
necessary because the .city should not 
repeat the mistakes made in the dual 
contracts entered into in 1913. One of 
the principal questions is whether the 
estimated saving in fixed charges of 
about $8,252,000 (due to proposed refi- 
nancing at lower rates by exchange of 
securities) plus any savings resulting 
from unified operation may not be more 
than swallowed up by additional wage 
and pension burdens, losses due to poli- 
tical control, etc. Messrs. Seabury and 
Berle dismiss this possibility as merely 
an “administrative problem,” but the 
labor problem remains a real hurdle for 
the plan. The Transport Workers 
Union recently made ten demands on 
the receiver of the Interborough, involv- 
ing wages, hours, union recognition, etc., 
to which he replied by suggesting that 
unification or reorganization would 
probably be effected in the near future. 
Secretary Hogan of the union then 
threatened a strike vote. 


is interesting to note that the Inde- 
pendent Subway, which just report- 
ed its operations for the year ended 
June 30th, earned only $2,516,844 above 
operating expenses and reserves. This 
amount is all that is available to meet de- 
preciation, interest, and amortization on 
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nearly $700,000,000 invested thus far by 
the city in construction of this line 
(some parts of the system still remain 
to be completed). The investment 
would have been larger by $82,196,773 
except for direct tax-budget appropria- 
tions. It is obvious that the project re- 
flects a tremendous waste of funds and 
illustrates the possibilities of further 
losses to taxpayers if the complete trac- 
tion lines are taken over. 

The transit commission criticized the 
inflexible basis for setting up the new 
board of transit control to operate the 
unified transit system. Under the plan 
the new board would be nonpolitical and 
the city would be bound under its agree- 
ment not to seek any change in its make- 
up or powers—this being considered es- 
sential to protect the credit of the bonds 
to be issued by the new board. 

Some discussion of the troublesome 
problem of the elevated lines appeared 
during the hearings. Mr. Berle stated 
that the possibility of eliminating the 
Manhattan Railway Co. properties 


(principally responsible for putting the 
Interborough 


into receivership) had 
been considered and that while there are 
ways to accomplish this (he did not state 
how) it would be preferable to include 
them in the unified system. Counsel 
for Manhattan Railway security hold- 
ers claim that without that property 
there could be no “through ride” for 5 
cents and that it would cost $7,000,000 
to replace the power house. However, 
both Commissioner Godley and Mr. 
Berle agreed that the power house was 
nonessential. It seems to this commen- 
tator that the problem of the antiquated 
and unprofitable elevated lines is the 
real issue behind the whole traction mud- 
dle, that Interborough-Manhattan book- 
keeping greatly needs clarifying, and 
that in the language of Wall Street the 
Interborough System might well be al- 
lowed to go “through the wringer” by 
reorganization. By this means Man- 
hattan properties might be written down 
to their nuisance value and New York 
city prevented from paying too much 
for a “dead hoss”—as it seems likely to 
do under the Seabury-Berle plan. 


It is again reported that Mayor La- 
Guardia may appeal to the legislature to 
substitute a special board in the place 
of the transit commission, in order to 
expedite the plan, so that the question 
may become a political issue over the 
next year or so. 


Commonwealth & Southern 
Refunding Possibilities 


vo President Yates of Common- 
wealth & Southern has estimated 
that, if the proposed TVA power-pool 
agreement can be effected in a manner 
definitely to end cut-throat competition 
and restore investors’ confidence, Com- 
monwealth subsidiaries operating in that 
region can refund some $250,000,000 of 
funded debt at lower interest rates. The 
average interest on this debt is now 
about 5 per cent, and assuming that it 
could be refinanced at a net saving of 
14 per cent (after allowance for re- 
demption premiums, etc.) this would 
mean an annual saving to the system of 
some $3,125,000. The Federal Power 
Commission has begun collection of 
data regarding the pool proposal, but 
no decision appears likely for some 
time. 
* 


Standard Gas & Electric 


Reorganization Plan 


ag serge is reported towards complet- 
ing a new reorganization plan for 
Standard Gas & Electric, which has 
been delayed by differences of opinion 
between the protective committees reo- 
resenting noteholders and stockholders. 
This would include not only extension 
of the notes but would also give consid- 
eration to clearing up the $10,000,000 
back dividends on the preferred stocks. 
No specific mention now appears of the 
former proposal for a sinking fund for 
amortization of funded. debt, which 
would considerably delay settlement of 
back dividends to preferred stockhold- 
ers on a cash basis. 

While a joint statement issued by 
General Samuel McRoberts and former 
Ambassador James W. Gerard, chair- 
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men of the two communities, indicated as 
one object that “the company’s capital 
structure be made consistent with pres- 
ent-day conditions and reasonable ex- 
pectations for the future,” it was not 
clear that this would provide for any 
overhauling of the entire structure of the 
Byllesby system, which is greatly com- 
plicated from a holding company angle. 
This seems likely to be deferred or 
handled piecemeal over a future period 
of time—possibly after the Supreme 
Court has ruled on the Utility Act. 


> 


State Control for Japanese 
Power Companies 


ee Japanese cabinet is reported 
considering a plan for setting up a 
government holding company to con- 
solidate private Japanese power com- 
panies and guarantee their foreign loans. 
The new company, to be called the 
Japan Electric Facilities Co., would be 
capitalized at two billion yen. Shares 
would be issued to existing companies 
according to the appraised value of their 
properties, without any option, but 
shareholders would have the right to ask 
the new company to purchase their 
shares for cash during a certain period 
of time. 

The new company would have the 
right to issue government-guaranteed 4 
per cent debentures in the amount of 
six billion yen—one-half point higher 
than the coupon government bonds car- 
ry. Existing bonds, with coupons of 
6 to 7 per cent, would be converted into 
the new debentures, but on what ex- 
change basis is not yet indicated. The 
$317,000,000 Japanese issues listed in 
New York remained steady after the 
plan was announced. Apparently a 4 
per cent government-guaranteed bond is 
considered about as attractive as the 
higher coupon private issues, and inves- 
tors here are not greatly perturbed by 
possibilities of further inflation in Japan 
due to the militaristic program. Tokio 
Electric Light 6’s of 1953, a typical is- 
sue, is selling currently around 80 
(1936 high 863). 


Is the United States Behind 
Europe in Rural Electrification? 


wo interesting articles appeared in 

the Annalist of October 23rd: 
“Rural Electrification, a Conspicuous 
Aspect of the Codperative Movement,” 
by Bernhard Ostrolenk, and “Rural 
Electrification, from the Viewpoint of 
the Power and Light Industry,” by C. 
W. Kellogg, president of the Edison 
Electric Institute. Mr. Ostrolenk points 
out that even the one tenth of U. S. 
farmers who have electricity must large- 
ly be classed as semirural suburbanites 
rather than true “dirt farmers.” Even 
in New York state he estimates that 
less than one third of the farms are 
served. In contrast 90-100 per cent of 
French, German, and Dutch farms are 
said to be served with electricity. 

But Mr. Kellogg points out in his re- 
joinder that farm density is much great- 
er in Europe (particularly as most 
farmers live in small compact villages 
from which they journey out to work 
on the farms) and where there is equal 
density here the electric-service figures 
are comparable. Moreover, the Euro- 
pean figures are really misleading for 
comparative purposes because they mean 
that electricity is merely available to 
these farm villages (in France the com- 
munity is counted as “served” if it is 
within 2 miles of an electric line) while 
our figures are for farms actually served. 
In the United States, according to Mr. 
Kellogg, “over 90 per cent of the places 
listed in the Postal Guide, which takes 
in the smallest hamlets, have electric 
service. Many of the foreign delegates 
to the recent World Power Conference 
marveled at the use of electricity by 
American farmers, with a present aver- 
age annual consumption of over 900 
kilowatt hours in this country as com- 
pared with use of the order of 60 kilo- 
watt hours in their territories.” 


ae point (not mentioned by 
Mr. Kellogg) is that some U. S. 
farms have Delco or other small light- 
ing systems, and it is doubtful if many 
European farms use such facilities. 
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According to Mr. Ostrolenk, the diffi- 
culty in the United States has been that 
the farmer has been expected to guaran- 
tee a minimum monthly bill in order to 
pay a large part of the cost of carrying 
the wires to the farm. The minimum 
monthly guaranty in New York has 
been $24 per mile of line, which he 
thinks, has been prohibitive (coupled 
with high rates) even when several 
farmers codperated. Allocation of 
$100,000,000 for the REA program in 
1935 caused an immediate stimulus to 
the utility companies, according to Mr. 
Ostrolenk, since they desire to retain 
their hold on the farm regions. In Wis- 
consin, he points out, an active struggle 
between codperatives (with both state 
and Federal aid) and the private com- 
panies forced a sharp reduction in guar- 
anteed rates, the rate in one case drop- 
ping from $14.40 to $4. In New York, 
Niagara Hudson has asked permission 
of the public service commission to con- 
struct 600 miles of rural lines, and all 
subsidiaries have announced reductions 
in rates for rural customers. Plans were 
announced for organization of projects 
on a township-unit basis, giving all cus- 
tomers the benefit of the average den- 
sity, and it was estimated that the plan 
would eventually result in the building 
of five or six thousand miles of line to 
service some 20,000 new farm custom- 
ers. In Seneca county, New York, New 
York State Electric and Gas Co. (Asso- 
ciated Gas system) intervened after a 
codperative REA movement had gained 
headway and made a proposition more 
attractive than the farmers’ own plan. 
The public service commission of New 
York in its 1935 report stated that 7,000 
miles of line serving 30,000 homes and 
representing a 36 per cent gain over ex- 
isting facilities were scheduled (half in 
1936) by the three principal systems in 
that state. 

Mr. Kellogg in deprecating the stim- 
ulus afforded by the REA program, 
pointed out that the utilities have for 
fifteen years maintained a committee on 
tural electrification. But an important 
problem has been how heavily it is fair 
to tax (indirectly) the city user of elec- 


tricity in order to get electricity to the 
farmer. The average farm line in the 
United States now costs about $1,250 
per mile, on which fixed charges for in- 
terest, depreciation, and taxes would 
cost about $37.50 per year. The aver- 
age farm customer uses about $48 worth 
of electricity per annum, so that based 
on these figures there would be only a 
little over 1 cent a kilowatt hour left aft- 
er fixed charges to pay for the cost of 
power, line maintenance, and general 
expenses. Moreover the farmer has to 
invest about $200-$400 for wiring and 
equipping his buildings, whereas two 
thirds of the farmers have a gross an- 
nual income of not over $400, and 35 
per cent of farm dwellings are worth less 
than $500. These statistics indicate the 
difficult nature of making the farm-elec- 
trification program self-supporting—as 
indicated by the fact that REA has ap- 
propriated only about 13 per cent of its 
available funds in over a year’s activity. 


¥ 


New Financing 


J bed financing in the fortnight end- 
ed October 24th included $150,- 
000,000 American Telephone and Tele- 
graph Co. debenture 34s of 1951 at 101, 
$35,000,000 Pacific Gas & Electric Co. 
first and refunding “I” 34s of 1966 at 
103%; $9,500,000 Cumberland County 
Power & Light first 34s of 1966 at 
1034 ; $5,600,000 Lake Superior District 
Power Co. Ist “A” 34s of 1966 at 1013; 
and $1,500,000 Tri-County Telephone 
Co. ist “B” 44s of 1956 at 102. 

New issues scheduled for the near fu- 
ture include the following: $2,300,000 
Montana-Dakota-Utah convertible de- 
benture 44s of 1946; $14,000,000 Cen- 
tral Maine Power Ist “H” 34s of 1966; 
$1,500,000 New Mexico Gas Co. Ist 
“A” Ss of 1951; $6,000,000 Broad River 
Power Co. Ist 44s of 1966; $3,000,000 
Turner Falls Power 3s and 34s of 1956 
and 1966; $1,500,000 Tri-County Tele- 
phone Ist 44s of 1956 ; $10,067,000 New 
England Power Co. “A” 34s of 1961. 
Southern Indiana Gas & Electric plans 
to offer 85,895 shares of preferred stock. 
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American Telephone Financing 


“4 I ‘HE huge Telephone issue was, as 
anticipated, oversubscribed, the 
closing bid on the day of offering being 
one and one-eighth points above the of- 
fering price. Some eight-hundred bond 
houses participated, the issue being un- 
derwritten by forty-seven firms. Or- 
ders for five times the amount of the 
securities were reported, although there 
was probably some “padding” or dupli- 
cation by large buyers. Institutions 
(excluding savings banks, since these 
bonds were not “legal”) were the larg- 
est buyers and it was estimated that in- 
surance companies took about one quar- 
ter of the issue. Every state in the 
union was represented, according to 
Dow Jones, while orders were received 
from Canada, England, and Australia, 
the 34 per cent yield being reported 
higher than that obtainable on similar 
British securities. 
The company’s second large refund- 
ing loan, which will probably be sub- 
stantially the same in amount, type, and 


coupon as the recent issue, is expected 
some time after the middle of Novem- 
ber. This will involve the refunding of 
about $150,000,000 debenture 5s of 
1965, which can be called February Ist. 
This issue would complete the refunding 
of about 73 per cent of the company’s 


own funded debt. Subsidiary compa- 
nies have already done considerable 
financing but part of their program re- 
mains to be completed. 

According to the New York Sun, the 
over-lapping of interest charges on old 
bonds refunded and new bonds issued 
(which cannot be entirely avoided be- 
cause of the advance notice required for 
redemption, and also the 20-day bond- 
selling delay under SEC rules) will cost 
the company about $1,167,000 or .3. per 
cent on the old bonds. Some of this ex- 
pense has been saved by selling large 
blocks of bonds ($27,300,000 thus far) 
to the company’s pension funds. 

The telephone company has again tak- 
en advantage of its large cash position 


to aid the banks in handling its large 
redemptions. Both the debenture 5s 
called January Ist and the collateral 5s 
called December 1st are immediately re- 
deemable, with full interest to the off- 
cial date of redemption. While this 
procedure is not new, it is the largest 
sum anticipated for such a length of 
time. It relieves banks of the respon- 
sibility of holding the funds, and saves 
the cost of deposit insurance. 


¥ 


Federal Water Service Company 
to Recapitalize 


jeg Water Service Corporation 
is planning to recapitalize. Accord- 
ing to Dow Jones the preferred stock 
(with accumulated dividends) and Class 
A common may be exchanged for a new 
noncumulative issue of common. It is 
hoped to inaugurate dividends on the 
new common with a payment of 15-25 
cents a share before the end of the year. 
The proposed basis of exchange will be 
as follows: 7 shares of new common 
for each share of $7 preferred, 64 
shares for each share of $6.50 pre- 
ferred, and 4 for each share of $4 pre- 
ferred stock; class A common to receive 
one-half share new common and Utility 
Operators Co. (owned by employees of 
Federal Water Service) to convert its 
holdings of Class B common (plus a 
cash payment) into new common on a 
basis not yet fixed. 

Due to the sharp upturn in earnings 
of Southern Natural Gas Co. (574 per 
cent owned by Federal), as well as gains 
by some other subsidiaries, system earn- 
ings are running currently some 50 per 
cent over last year, when $3.08 was 
earned per share on the preferred stock. 
Subsidiaries in receivership have all 
been reorganized, and a refunding pro- 
gram for subsidiary bond issues is now 
planned. Southern Natural Gas is ex- 
pected to register about $15,000,000 new 
bonds with the SEC, probably for issu- 
ance late in November. 
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What Others Think 





The Utilities and the “Middle Way” 


CoOPpERATIVES: For about three years co- 
Operatives have been a pet idea of a section 
of the “junior” brain trust in Washington. 
More is sure to be heard of codperatives in 
the next session of Congress regardless of 
the outcome of the presidential race. 


HE foregoing statement was taken 

from a routine “business out- 
look” department of The Wall Street 
Journal and it expresses in a nutshell 
what numerous financial and other peri- 
odicals have been saying about codpera- 
tives for the last year or more. On the 
surface, there does not seem to be much 
cause for American business men gener- 
ally to become alarmed over the recent 
flurry of interest in commercial codpera- 
tives. True, codperatives have admit- 
tedly been growing in number and im- 
portance lately—no one knows exactly 
how much. Various estimates range 
from 8,000 to 12,000 codperative organ- 
izations of different types now doing 
business in the United States, and they 
are commonly supposed to be doing a 
total business of almost $1,000,000 a 
day, or about 14 per cent of the nation’s 
retail business. 

However, in view of the New Deal’s 
past record for lending aid and comfort 
to all forms of rivalry for organized 
business, it was to be expected that 
when President Roosevelt recently dis- 
patched a commission of three to for- 
eign shores, including the Scandinavian, 
to study the so-called “middle way,” our 
various chambers of commerce would at 
least polish off their eyeglasses and look 
to their defenses. The News-Week de- 
scribed the new-born suspicious attitude 
of business men towards the codperative 
movement as follows: 


In 1923 business men suffered no qualms 


when President Harding sent Huston 
Thompson, chairman of the Federal Trade 
Commission, to study European codpera- 


tives. Harding said: “There is need to have 
working and practical coéperative associa- 
tions of producers in the country and at the 
same time to have equally effective coopera- 
tion among the consuming communities of 
the cities and towns.” 

This year President Roosevelt sent a 3- 
man commission on the same errand. Re- 
flecting their distrust of the present admin- 
istration, business men immediately sat up 
and took notice. Their chief fear: that the 
government would subsidize the codps with 
direct grants, cheap credit, tax preferences, 
and other favors. 


O NE primary difficulty that confronts 
any attempted analysis of the co- 
Sperative movement in this country is 
the widespread confusion as to defini- 
tion. Farmers’ mutual telephone “com- 
panies,” insurance codps, funeral socie- 
ties, recreation groups, credit unions, the 
voluntary grocery chain associations, 
and the more recently prominent rural 
electrification codperatives—all have 
been lumped indiscriminately into the 
general term codp, notwithstanding in- 
herent and important differences with 
the result that much discussion about 
them is at cross-purpose. Here is a 
fairly simple description of them, given 
by Robert L. Van Boskirk, writing in 
Nation’s Business: 


Pees: speaking, codperatives are groups 
of people who have joined together to pro- 
vide goods or services for lves or 
others. They are of two general types: 
producer codperatives and consumer co- 
operatives. 

The base of the American codperative 
movement has rested largely on the pro- 
ducer codperatives. They are most often 
made up of farmer groups organized pri 
marily to get the best possible price for 
commodities. 

Consumer codperatives are organizations 
which procure and sell goods upon a theo- 
retical nonprofit basis. Net earnings are re- 
turned to the members in proportion to the 
amount of goods purchased. Their goal is 
to keep the price down. 
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Sometimes the two types overlap as 
Dr. Joseph G. Knapp, agricultural econ- 
omist of the U. S. Farm Credit Admin- 
istration, points out. For example, 
farm producer codps functioning pri- 
marily for the benefit of their members 
as marketers of farm produce, common- 
ly sell tractor oil to its members for 
their benefit as consumers. Thus the 
FCA has already advanced Federal 
loans amounting to more than $1,000,- 
000 to codperatives selling petroleum 
products to farmers. Dr. Knapp con- 
cedes that very intelligent negotiations 
are needed in such a situation (as will 
be readily seen) to avoid conflicts with- 
in the association between the class in- 
terested in organized buying and the 
class interested in organized selling. 


F such a conflict comes, says Mr. Van 

Boskirk, the Federal government 
will find itself in an interesting if odd 
position, because it has been lending 
money to both kinds of codps. The 
writer states: 


The Rural Electrification Administration, 
for instance, allocated $410,000,000 to elec- 
trify rural America, had by July 20th lent 
$10,000,000 to codperatives. Private com- 
panies had borrowed less than a million and 
a half and municipal plants slightly more 
than a half million. 

The Rural Electrification Act calls for 
loans of $50,000,000 in 1936 and $40,000,000 
a year for the nine years following 1937. 
Before 1929, private companies were spend- 
ing more than this (about $100,000,000 a 
year) building rural lines. As a result, in 
densely populated farm states, electrification 
was growing rapidly. Since 1923, the num- 
ber of farms served has increased from 11.4 
to 66.6 per cent in New Hampshire; 11.3 
to 60.3 in Connecticut; 3.4 to 58.9 in New 
qoreny and 7.3 to 56.6 in Massachusetts. 

ut the Rural Electrification News, pu 
lished by the REA, implies this isn’t a very 
good record. It states that, in France, nine 
out of every ten rural communities have 
electric service and in Germany approxi- 
mately 90 per cent of the farms are wired. 
It doesn’t state that the average farm in 
Europe runs from 9 to 40 acres, which 
means several more customers per mile than 
are available in our own farm belt where 
40 acres is hardly more than a garden and 
wood lot. 

The Tennessee Valley Authority marches 
arm in arm with REA in encouraging con- 
struction of codperative power lines. Ten 


set up in the TVA territory serve 20,000 
customers. Most of them borrowed funds 
from the Authority. But TVA doesn’t stop 
with electrical codps. The town of Norris 
is served exclusively by a codperative store, 
From March 8, 1935, to February 1, 1936, 
its earnings were reported as $2,110.34. 
The Tennessee Valley Associated Busi- 
ness Codperatives, Inc., was given $300,000 
from the Emergency Relief fund to assist 
the development of codperative enterprises 
in the Tennessee valley and vicinity. In- 
pang as to this group’s activities brought 
@ answer in a postage free envelope that 
the Tennessee Valley Associated Codpera- 
tives was not a business enterprise but an 
administrative unit for dispensing relief 
funds in the development of codperative en- 
terprises in the Tennessee valley and teach- 
ing the economic advantages, under certain 
conditions, of codperative enterprise. 


“ih pony Federal agencies have carried 
on this general policy: the old 
Federal Emergency Relief Administra- 
tion, the more recent Works Progress 
Administration, the Labor Department 
(especially its new agency the Consum- 
ers’ Project), and most important of all, 
the Resettlement Administration. Mr. 
Van Boskirk describes in some detail the 


extent to which these agencies have fos- 
tered consumer and other cooperatives 
—hby advice, pamphlets, and cold cash. 
A vague clue to the ultimate objective of 
these agencies may be revealed by the 
following passage from the recent vol- 
ume written by Secretary of Agriculture 


Wallace, “Whose Constitu- 


tion ?”: 


entitled 


Producers’ codperatives are not enough. 
For the most part they merely take the place 
of middlemen and, while in many cases 
save a substantial part of the middlemen’s 
profit for the producer, they do not have 
any very profound effect upon the people 
whom they serve. The codperative way of 
life must pervade the community and this 
means there must be consumers’ codperatives 
as well as producers’ codperatives and ulti- 
mately industrial codperatives. 


Of course, the official aid is generally 
supposed to be temporary in order to get 
the codps started, but one may rightly 
wonder whether the report brought back 
by President Roosevelt’s visiting com- 
mission and carefully kept out of the 
way during the recent political campaign 
will stop short with a half-way or emer- 
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“WOULD YOU MIND TELLING ME HOW IT WORKS?” 


gency policy as to codperative projects. 

One also wonders whether this visiting 
commission, which is composed of Jacob 
Baker (a WPA executive), Charles E. 
Stuart (former consulting engineer to 
the Soviet Government), and Leland 


Olds (secretary of the New York State 
Power Authority) will give considerable 
attention to the “other side” of the co- 
dperative theory, as evidenced by prac- 
tical experience in Sweden and else- 
where. 
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HOSE familiar with the utility field 

will readily understand that the 
commercial codperative may be used by 
the Federal government as a “yardstick” 
to measure the “social performance” of 
the conventional type of business enter- 
prise, just as the TVA was created for 
the ostensible purpose of measuring the 
performance of privately owned utilities 
from the consumer viewpoint. And if 
the respective complaints of both the 
business men and the utility men are 
well founded, the analogy is even more 
striking in that the yardstick is unfair 


“contains no element of government sub- 
sidy,” does it not follow that the tariff, an 
insidious and powerful form of subsidy, is 
hampering these merchants in this respect? 

To be perfectly consistent the Chamber of 
Commerce ought now to come out against 
the high-tariff system. It ought to be as 
fair and logical in dealing with the business 
interests represented in its own membership 
as it is in the attitude it has taken toward 
the consumers’ codperatives. Now that it 
has revealed the weakness of government 
subsidies, will it have the courage to apply 
its own reasoning to the tariff problem? 


F this seems to be getting away some- 
what from the utility phase of the 


and fallacious by reason of government coéperative question, let us consider ac- 
subsidy. The Chamber of Commerce tion taken by the Codperative League of 
of the United States, through a report the United States at its recent conven- 
of its distribution committee on the sub- tion in Columbus, Ohio. A partial re- 
ject of consumer codperatives, pins this port of the meeting by News-Week 
point down in the following paragraph stated: 


on the impropriety of Federal aid to co- 
Operatives : 


Opportunity for development of all legiti- 
mate forms of business enterprise should 
be left open to all individuals—each form 
suceeding or failing in accordance with its 
own merits. Without such opportunity, 
progress cannot be made in making avail- 
able to the public the benefits arising from 
the efficiency of American methods of doing 
business. . . . So long as such competi- 
tion remains on a fair and equal basis and 
contains no element of government subsidy, 
competent American merchants can be 
counted upon to pit their experience and 
skill against all rivals. 


This is an excellent argument and one 
that any advocate of subsidy for co- 
Speratives will have trouble meeting, but 
the fair-minded Baltimore Sun bids busi- 
ness pause and examine its conscience 
on the point of whether the same argu- 
ment does not work the other way when 
applied to the doctrine of protective 
tariff so generally accepted by most of 
the members of the Chamber of Com- 
merce. The Sun stated: 


If it is true that business enterprise should 
be permitted to succeed or fail “in accord- 
ance with its own merits” in order to give 
the public the benefits of American effi- 


Dr. James P. Warbasse of Brooklyn, 
president of the Codperative League of the 
United States of America, came out against 
government aids. In an address before the 
tenth biennial congress of the league at 
Columbus, Ohio, Warbasse insisted that the 
congress was “opposed to any cooperative 
consumers’ society accepting one cent of 
subsidy from the government.” 

Professing his conviction that the codps 
should stand on their own feet, Warbasse 
claimed that the movement “offers the way 
to make the detour around fascism .. . 
without passing through the horrors of 
social chaos.” He then summed up the 
principal tenets of the movement, enumerat- 
ing four steps that a capitalistic corporation 
could take to become codperatives : 

1—Educate stockholders and consumer 
patrons to an understanding of codperative 
principles. 

2—Pass a stockholders’ resolution provid- 
ing that each stockholder can have only 
one vote no matter how large his holdings. 

3—Limit interest and dividends on stock 
to the current legal interest rates. 

4—Retail commodities or services at the 
current price. Return the difference be- 
tween this price and the net operating price 
to the members in proportion to the amount 
of their patronage. 


Following the lead of its president, 


Dr. Warbasse, the league exercised re- 


ciency, then, why does Susinete need the markable and commendable restraint (in 
protection of a high tariff that directly de- these lush days of pork-barrel polic 
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scope of the Rural Electrification Ad- 
ministration should be extended so that 
“cooperative action may further extend 
electrification to all consumers at rea- 
sonable rates.” (2) The league favored 
the creation of an agency similar to the 
REA to assist consumer codperative 
housing activities at low rates. The 
resolution, outlining these two excep- 
tions, was accompanied by courageous 
declarations as to the wisdom of self- 
help, and the converse impropriety of 
indiscriminate government subsidy. The 
resolution piously deplored both Fasc- 
ism and Communism, as well as the evil 
results that would follow government 
control which in turn would follow 
widespread subsidy. It concluded with 
a declaration to the effect that the league 
wants only to establish healthy and 
honest competition with capitalistic en- 
terprise. 


HEN one looks at the extent of 
these two exceptions—general 


subsidized competition for the entire 
power industry and with the building in- 
dustry (with its inevitable repercussions 


in the important auxiliary building ma- 
terial industry), one wonders whether 
the league’s unselfishness might not bear 
just a little closer scrutiny. It some- 
what resembles the old maid’s prayer 
that went: “Oh, Lord, I want nothing 
for myself—just send mother a son-in- 
law!” At any rate that seems to be the 
view taken by The Wall Street Journal 
which stated editorially : 


In demanding that codperative members 
be accorded the governmental aid supplied 
to agriculture by the two above-mentioned 
agencies, the cooperatives are really claim- 
ing to share in privileges which are “special” 
in the sense that they are thus far accord- 
ed only to special classes in the community. 
Not all the disclaimers of subsidization can 
obscure that fact. It is clear departure from 
the spirit of the whole movement from its 
inception, and it is perhaps significant of an 
atmosphere surrounding the American 
movement that lacks somewhat the bracing 
quality of the circumambient breezes that 
blow upon it in other lands. 


The fact that the codperative move- 
ment has had almost a cycle-like history 
of ups-and-downs in the United States 


since a group of Boston citizens first 
formed a codperative organization in 
1845 cannot be accepted too complacent- 
ly by American business men. The 
American people have noted a tendency 
for flying in the face of all precedent, 
especially when intrigued by the imita- - 
tion of a foreign idea. So far the 
American codps have not followed very 
closely the lead of the pioneer movement 
started at Rochdale, England, in 1844, 
but the extent to which the codperative 
movement can become strong even polit- 
ically is indicated by the fact that there 
are today nine codperative party mem- 
bers of the British Parliament. 


Hor unless Federal subsidy 
and compensating organized polit- 
ical support become sufficiently strong 
to catapult the codperatve movement in- 
to a position of real importance in 
American politico-economic life, most 
observers do not look for much inde- 
pendent popular support. Small codps 
with members attending meetings and 
taking an active interest may gain not- 
able local success, but the economic set- 
up here is not generally promising. Co- 
éps are subject to the usual business 
woes—labor troubles, credit difficulties, 
and competition among themselves. 

Just now the whole subject seems to 
be suffering from a confusion of pur- 
pose on the part of the government and 
the labor groups. What, for example, 
has the government of this country to 
gain ultimately by supplanting tax-pay- 
ing profit-making commercial enterprises 
with nonprofit (and proportionately less 
taxpaying) codperatives? Why does 
labor flirt with the creation of a new 
employer group that is not only likely to 
be just as exacting a master as capitalis- 
tic industry, but in addition may offset 
the strength of collective employee bar- 
gaining with organized employer mem- 
bership and widespread public (consum- 
er) sympathy? 

These are two puzzling questions in- 
deed. We can only hope that sooner or 
later the principal advisers of both the 
labor and government groups will think 
the problem through sufficiently to give 
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satisfactory answers. At present it 
seems that both are engaging the old 
trick of trying to cut off the nose to 
spite the face. 

To conclude this discussion of codp- 
eratives with a suggestion more within 
the immediate field of utilities, attention 
is directed to the excellent analysis of 
state laws governing electric codpera- 
tives which appeared in The Journal of 
Land & Public Utility Economics under 
the joint authorship of D. L. Marlett 
and W. M. Strickler. There has un- 
doubtedly been a minor flood of this 
type of legislation, inspired for the most 
part directly from Washington. In the 
last six years nine states have enacted 
rural electrification authority laws, six 
of which have followed Federal recom- 
mendations for “strong” or operative 
types of authorities (Alabama, New 
Mexico, Mississippi, Montana, Tennes- 
see, and South Carolina), and three of 
which modified the status of their “au- 
thorities” to advisory or promotional 
agencies (North Carolina, New Hamp- 
shire, and Vermont). 


| addition to the “authority” laws, 
eight states since 1931 have enacted 
legislation providing for the organiza- 
tion of electric codperatives (Alabama, 
Indiana, Maine, Mississippi, North Car- 
olina, Tennessee, Vermont, and Vir- 
ginia), only two of which (Maine and 
Vermont) failed to follow the Feder- 
al “recommendations.” The statutory 
powers, procedure, and proposed man- 
agerial technique of both authorities and 
cooperatives are described in some de- 


tail by Messrs. Marlett and Strickler, 
They also cover the relations of these 
bodies with Federal, state, and munici- 
pal bodies—an interesting study, indeed. 

The authors’ conclusions are rather 
general but the regulatory question is 
injected : 


The rural electrification authorities are a 
new type of public corporation with which 
we have had little or no experience. It 
appears, however, that in view of the cor- 
porate purpose of the authorities, the 
breadth of their general and specific srants 
of power, and their freedom from regulatory 
controls, the scope of their influence and op- 
erations will depend largely upon their 
boards of directors. 

The problem of public control of the 
electric codperative, which occupies a pecy- 
liar position in that twilight zone which 
separates state commission control of pri- 
vate enterprise from public ownership, re- 
mains unsolved. Perhaps further experi- 
ments in public control of codperatives are 
needed, for existing regulatory machinery 
may be only partially or not at all adaptable 
to the regulation of such organizations. 


—F. X. W. 


Codrs: Prorits UNDESIRABLE, Propuets O. 
K. Report on codperative convention. 
News-Week. October 17, 1936. 


Uncite Sam FLirts WITH THE Codps. By 
Robert L. Van Boskirk. Nation’s Business. 
October, 1936. 


Two-Way ArGuMENT. Editorial. 
more Sun. October 14, 1936. 


“SpecrAL” Priviceces. Editorial. The Wall 
Street Journal. October 14, 1936. 


RurAL ELECTRIFICATION AUTHORITIES AND 
Exectric CoOPERATIVES: STATE LEGISLA- 
TION ANALYZED. By D. L. Marlett and W. 
M. Strickler. The Journal of Land & Pub- 
lic Utility Economics. August, 1936. 


The Balti- 





Gas Men See 


T was an optimistic gathering of gas 

men that gathered at Atlantic City, 
N. J., for their annual convention of 
the American Gas Association, Octo- 
ber 26th to 30th. “All along the line, 
interest in the association and heartv 
codperation in its activity have quick- 
ened,” stated Major Alexander For- 
ward, managing director of the associ- 


Bright Future 


ation, in his report on “the year’s work.” 
He noted a “new spirit of confidence,” 
as evidenced by his finding that: 


Domestic customers served by manu- 
factured and natural gas utilities totaled 
15,236,600 on August 3lst, an increase of 
nearly 100,000 during the first eight months 
of 1936. This gain in customers is reflected 
in the fact that a total of some 910,000 gas 
ranges were sold in the country during the 
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AMONG AMERICA’S ILLUSTRIOUS LIBRARY OF INDIVIDUAL INITIATIVE 


first eight months of this year. This was 
an increase of 28 per cent over the first 
eight months of 1935. Approximately 80 
per cent of such sales consisted of relative- 
ly high priced ranges incorporating modern 
automatic features, such as oven-heat con- 
trol, etc. 

The past year and a half has been char- 
acterized by an increasing appreciation of 
the great potential market for domestic wa- 
ter heating. There has been a widespread 
adoption of rates more favorable to the use 
of gas for this purpose. This has been 
accompanied by a marked acceleration of 
local sales effort and a nation-wide co- 


drdinated campaign to promote the use of 
gas for water heating. So successful have 
been the results of this program that it 


will be continued during 1937. For in- 
stance, the sale of automatic type gas water 
heaters during the first eight months of 
1936 was running more than 50 per cent 
above that of a similar period during 1935. 


The manufactured gas industry rev- 
enues alone, according to Major For- 
ward, totaled $252,644,000 for the first 
eight months of 1936, a gain of 1.8 per 
cent over 1935. Aggregate revenues 
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for natural and manufactured gas in- 
dustries were $520,507,800 for the first 
eight months of 1936, a gain of 6.8 per 
cent over 1935. 


O° course there is much room for 
vigilance, as the association’s retir- 
ing president, L. P. Denning of the 
Lone Star Gas Company of Texas, ob- 
served. The most disturbing develop- 
ment from Mr. Denning’s viewpoint ap- 
peared to be the fact that regulation to- 
day has become synonomous in the pub- 
lic mind with rate reduction. Of course, 
this is obvious error to those who know 
anything about what regulation is sup- 
posed to be for, but it is the public 
misapprehension which can reduce util- 
ities to economic slavery, and economic 
slavery is in many ways as bad as hu- 
man slavery. Mr. Denning not only 


conceded the desirability but expressed 
his vigorous approval of “fair regula- 
tion.” 

The possible economic slavery result- 
ing from perverted regulation becomes 
all the more oppressive in view of ris- 
ing taxes, operating costs, and other 


burdens of modern commercial man- 
agement, particularly the new social se- 
curity law. 

Harking back to the fundamentally 
optimistic spirit of the meeting, how- 
ever, Herman Russell, president of the 
Rochester Gas and Electric Corporation, 
and the association’s new president, de- 
clared : 


The gas business has been reborn, with 
new confidence and determination. It used 
to be said that we were engineering-mind- 
ed. Now our engineering is up to top 
efficiency and we are sales-minded, from the 
office boy to the president. We're going 
places. 

Automatic home heating will bring us 
sales of gas at quantities never before vis- 
ioned. Industry already has turned to gas 
for 12,000 heating processes and we are 
gaining fast in this field. The coming year 
will bring national sales drives for more 
cooking and water-heating business. 


PAPER read for Oliver Lloyd Mad- 
dux, of the United Gas and Fuel 
Company, Ltd., of Hamilton, Ont., as- 
serted that gas will play an increasing 
part in air-conditioning theaters, res- 


taurants, and office buildings. It an- 
nounced a gas dehumidifier as one of 
the most important recent developments, 
controlling the amount of moisture in 
air-conditioning spaces and removing 
the excess. 

Davis M. De Bard, of Stone & Web- 
ster Engineering Corporation of New 
York, said: 

Air-conditioning is a highly important 
field for building gas sales. It offers year- 
round possibilities, so that a number of 
manufacturers now are perfecting gas air- 
cooling equipment. The industry should do 
everything it can to encourage the develop- 
ment of this infant industry. It should see 
that all model and demonstration homes are 
completely air-conditioned and gas-equipped. 


Charles E. Bennett, of the Manufac- 
turers Light and Heat Company, of 
Pittsburgh, reported that “almost un- 
limited markets are waiting to be sold, 
and our industry and its executives are 
becoming more and more sales con- 
scious. The gas industry has turned 
the corner and is on the upgrade. Im- 
proved economic conditions have broad- 
ened our market possibilities, and sta- 
tistics for the first seven months of this 
year show a decided increase in the 
number of customers.” 

R. B. Harper, of Chicago, said: 


The fact that our laboratories this year 
have tested and approved 50 per cent more 
basic models of gas appliances than last 
year, shows the manufacturers and gas com- 
panies are enjoying an improved business 
and are confident of the future. 

Gas range manufacturers now realize that 
the American housewife is more style con- 
scious than ever before. They have taken 
a tip from the automobile industry and are 
now producing new models every year. 


S J. Stricker, of Kansas City, 
e Mo., chairman of the committee 
for national advertising, announced 
plans for a nation-wide series of region- 
al conferences to help local gas compa- 
nies work out their newspaper advertis- 
ing to “tie in” with the association’s 
half-million-dollar a year national cam- 
paign. He reported that “the national 
drive we began last spring is already 
bearing fruit. It is encouraging a new 
interest in cooking and: ultimately will 
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WHAT OTHERS THINK 


result in a wave of popularity for this 
ancient art. The modern bride with the 
modern gas range can perform cooking 
miracles that her mother wouldn’t even 
dream of trying.” 

Trophies were awarded to represen- 
tatives of eight companies which led in 
a nation-wide selling contest among 
more than 600 companies. The winning 
companies are Washington; Columbus, 
Ohio; Detroit ; Cumberland, Md. ; Belle- 
vue and Port Alleghany, Pa.; Lynch- 
burg, Va., and Florence, S. C. 

The third day of the convention wit- 
nessed predictions that the time will 
come when gas pipes from coal mines 
to metropolitan areas will take the place 
of the high-tension electric power lines. 
The prophet was E. P. Kramer of At- 
lanta. 

Mr. Kramer, an executive of the 
Atlantic Gas Light Company, told the 
association that coal converted into gas 
at the mines would be piped to the 
metropolitan centers and there convert- 
ed into heat and power. The smoke 
thus will be left back in the holes. 

Mr. Kramer stated: 


Out in California there is a 183-mile 
electric transmission line. Under it runs a 
22-inch gas pipe line. The gas line deliv- 
ers 75 times as many heat units at the 
other end as does the 220,000-volt wire sys- 
tern and it costs only $65 for each 1,000,000 
horsepower hours transmitted, compared 
with $190 for the electric line. 

Gas can be made in the summer and 


stored under high pressure in underground 
tanks for use when needed, and you can’t 
do that with electricity. As for the supply, 
the American Gas Association estimates the 
national coal reserve as enough for 4,500 
years, 


Gry speakers said the nation was 
on the threshold of a building 
boom, predicted increased construction 
of integrated houses, and announced a 
100 per cent increase in the sale of gas 
appliances during the first eight months 
of this year. The association adopted a 
resolution calling on member companies 
to use local newspaper advertising to 
“tie in” with the industry’s national cam- 
paign. 

R. S. Agee of Washington told the 
convention that the United States 
“needs 6,700,000 new homes,” and he 
predicted that this country was on the 
verge of a building boom. 

George L. Creely, gas distribution 
superintendent for the Public Service 
Electric and Gas Company, Somerville, 
N. J., received the American Gas Asso- 
ciation’ medal for meritorious service. 
Mr. Creely was honored for heroism in 
beating out flames started by a bolt of 
lightning that struck a 216,000 gallon 
gasoline storage tank of the Standard 
Oil Company adjacent to the Public 
Service plant where Mr. Creely is em- 
ployed. The fire occurred last May 


13th. 
—E. S. B. 
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outstanding authority on all yee of interior 


A Sma. City’s Ficut ror Lower ELEctric 
Rates. By J. W. Flint. Public Manage- 
ment, September, 1936. 


BENEFITS ACCRUING FROM THE HetcH HETcHY 
Proyect, SAN FRANcIsco WATER SUPPLY. 
By N. A. Eckart. Journal of the American 
Water Works Association. September, 1936. 


European Locat GovERNMENT NumsBer. Na- 
tional Municipal Review. September, 1936. 
A review of European local government 
administration (France, Germany, England, 
Italy and Scandinavian countries). 


Movern Heatinc. By Harold L. Alt. A 
simple but authoritative handbook by an 
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heating. 200 pages. Price $1.00. Domestic 
Engineering Publications, 1900 Prairie Ave- 
nue, Chicago, IIl 


PracticaL Air Conpitioninc. By Harold L. 
Alt. The author gives practical examples 
of how to install air conditioning equipment 
in offices, hospitals, theaters, shops, homes, 
and stores. Price $1.00. 259 pages. Do- 
mestic Enginering Publications, Chicago, Ill. 


Some Recent FeperAL ACTIVITIES IN THE 
CONSERVATION OF Water Resources. By 
Abel Wolman. Journal of the American 
Water Works Association. 








The March of Events 





Municipal Ownership Meeting 


y, emnyry delegates to the annual confer- 
ence of the Public Ownership League of 
America at its session in Springfield, IIl., last 
month, Dr. John Bauer of New York, direc- 
tor of the American Public Utilities Bureau, 
asserted that the government must directly 
assume the responsibility for providing work 
for everyone. To do such a job, however, he 
added, the government must plan suitable ac- 
tivities. Mr. Bauer said that even before the 
decision of the Supreme Court, the National 
Recovery Administration had virtually broken 
down because of resistance by the hundreds 
of thousands of individual business units whose 
profits were affected by the new system of 
public control. 

Charles Plotkin, editor of Building America, 
another speaker from New York, declared in 
a report on a recent survey by the Federal 
Power Commission, that public ownership of 
utilities has not always meant lower rates to 
the consumer. He maintained that it ce--t 
be claimed that all public ownership is good 
and all private ownership is bad. He said 
there were many communities where public 
ownership has high rates and many where 
private ownership has low rates. 

William I. Nichols, of the Federal govern- 
ment’s Tennessee Valley Authority, told the 
conference the significance of the TVA “does 
not rest solely in its achievements as a local 
or regional project, but rather in its poten- 
tialities as a testing ground, a proving ground 
—a laboratory—dedicated to the service of 
the nation.” 


TVA Failure As Yardstick 


9 ip gorge the Tennessee Valley Author- 
ity as an engineering development, L. 
L. Campbell, former executive assistant to the 
chairman of the TVA, told the Asheville (N. 
C.) civilian club last month the development 
was a failure as a yardstick for electric power 
rates. Campbell pointed out that no agency 
aside from the Federal government had suffi- 
cient power or resources to develop the in- 
dividual dams along the Tennessee river which 
have practically trebled the power output at 
Muscle Shoals, but added: 


If TVA has met with success in demon- 
strating its engineering yardstick, it has thus 
far proved a failure in applying its so-called 
electric yardstick. I say this advisedly and 
in face of the fact that TVA electricity now 
reaches the consumer at lower rates than 
he has ever enjoyed. 


If the so-called yardstick principle means 
anything, it means that TVA, as a public 
agency, would generate and sell electricity 
at a rate that would return, not only the 
actual cost to TVA, but that would also 
cover those cost factors that are inescapable 
by private utilities, such as interest on in- 
vestment, depreciation, taxes, and the like. 
Any other method of measurement would 
neither be fair nor honest. TVA rates do 
not cover the interest on its investment, 
depreciation, and other like charges. 


Hopes for Solution 


C E. GrorsBeck, president of the Electric 
e Bond and Share Company, told stock- 
holders at the annual meeting held in New 
York last month that he “earnestly hoped” 
some satisfactory solution of the problem of 
Federal competition with public utilities may 
be evolved from the conferences initiated re- 
cently in Washington by President Roosevelt. 
Mr. Groesbeck, declaring the problem to be 
serious from every standpoint, said “no busi- 
ness or industry can survive the combination 
of both regulation and competition at the 
hands of the Federal government.” 

Mr. Groesbeck said also that the comp2nies 
were being taxed to provide money for the 
building of plants to destroy their own busi- 
ness; that the investor was taxed to provide 
money with which to destroy the very invest- 
ment which provided him with income to pay 
taxes, and that the consumer ratepayer was 
taxed to provide money with which to build 
unnecessary and duplicate plants. 


Court Refuses to Review Laws 


HE Supreme Court on October 19th re- 

fused to consider “at this time” the con- 
stitutionality of the New Deal’s social security 
program, the truth-in-securities act, and the 
municipal power loan policy. Although rep- 
resenting technical victories for the adminis- 
tration, it was said the rulings did not directly 
affect the merits of the legislation involved. 
The court’s action was based solely on wheth- 
er there were grounds for Supreme Court 
reviews at this time. 

Government loans and grants for power 
plants were challenged by the Texas Utilities 
Company and the Alabama Power Company, 
which lost in the Federal district court for 
the District of Columbia. They asked the 
Supreme Court to take the unusual action of 
granting a review before the circuit court 
rendered a decision. An immediate review 
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was asked so the case might be argued during 
the week of November 9th, along with a sim- 
ilar one appealed by the Duke Power Com- 


any. 
. The Duke Company’s Case protested a 
$2,852,000 PWA loan and grant to Green- 
wood county, S. C., for a power plant at 
Buzzard Roost. é 


Government aid to Plainview, Tex., and 
Florence, Sheffield, Tuscumbia, Decatur, 
Hartselle, Guntersville, and Russellville, Ala:, 
was involved in the appeal by the Texas and 
Alabama companies. The Duke Power Com- 
pany’s Case against Greenwood county was 
to have been argued during the week of 
November 9th. 


Alabama 


Upholds Franchise Levy 


TS state supreme court on October 15th 
upheld the constitutionality of the Ala- 
bama franchise tax, a levy on all corporations 
doing business in the state, by refusing a hear- 
ing in the case of the Southern Natural Gas 
Corporation. The supreme court by its deci- 
sion reversed the Montgomery circuit court 
in which the case was first tested. 

The gas company had contended that the 
tax was a violation of its Federal constitu- 
tional rights to do an interstate business. The 
circuit court had sustained this contention. 
The supreme court, however, ruled that the 
tax was not a levy on business, but on the 
right to do business. The gas company asked 
a rehearing on the new grounds that the tax 
was unreasonable and burdensome, which the 
supreme court denied, extending its original 
opinion and refusing a rehearing. 


Sponsors Rural TVA Power 


HE first town in Alabama to negotiate a 

contract for TVA last month became the 
first to sponsor a county-wide rural network 
to bring TVA power to the surrounding farm 
areas. 

TVA last month announced that arrange- 
ments had been completed for Athens to 
acquire all the Authority’s rural lines in 
Limestone county, and also to construct 65 
miles of new lines with funds borrowed from 
the Rural Electrification Administration. 

A combined rural system radiating out of 
Athens will serve 649 farm customers on 135 
miles of line. 

Customers will be charged standard TVA 
resale rates, plus a fee of one cent a kilo- 
watt hour up to the first 100 kilowatt hours 
used monthly. The fee will be used to 
amortize the REA loan. 


Arizona 


Power Rates Cut 


HE state corporation commission last 
month ordered reductions ranging from 23 
to 30 per cent in the residential and commer- 
cial power rates charged in the city of Pres- 
cott and vicinity by the Arizona Power Com- 
pany. 
No change was made in the gas rates. 
Chairman Charles R. Howe announced the 
reduction in residential lighting totaled 23.8 


per cent, commercial 30.3 per cent, and the 
rate for mining communities 29 per cent. The 
former top bracket price of 14 cents per kilo- 
watt hour above the minimum was reduced 
for residential and commercial purposes in 
Prescott to 9 cents. 

The valuation of the power company’s plant, 
including intangibles, was placed at “substan- 
tially $5,000,000” as compared to a former 
book value ranging between $8,000,000 and 
$9,000,000. 


Arkansas 


Approves Rural Plan 


A PROPOSAL advanced by the state utilities 
commission last month that a single non- 
profit corporation be formed to build and op- 
erate rural electric lines throughout the state 
with the aid of a loan from the Rural Elec- 


trification Administration was endorsed in 
principle by representatives of five utility firms 
at a conference held at the state capitol. 

The private power company officials pledged 
coéperation in an attempt to obtain approval 
of REA for formation of such a corporation. 
It was decided to present the plan to Morris 
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L. Cooke, Federal REA administrator at 
Washington. 

Firms represented at the conference were: 
Arkansas Utilities Company, Oklahoma Gas 
and Electric Company, Arkansas-Missouri 
Power Company, Southwestern Gas and Elec- 
tric Company, and the Arkansas Power and 
Light Company. These companies furnish 
more than 90 per cent of the electric power 
used in the state. 


Urges TVA Legislation 


HE Arkansas Valleys Association last 

month urged national legislation to set 
up an Arkansas Valley Authority similar to 
the TVA. The organization’s flood control 
conference named a committee to draft plans 
for an Oklahoma-Arkansas interstate company 
seeking reservoir construction along the 
Arkansas river and its tributaries. 


California 


Seeks 5-Cent Bus Fare 


FFICIALS of San José last month instituted 

a move to get 5-cent bus fares instead of 
the present 7-cent fares. The city’s request 
was made at a conference between City Man- 
ager C. B. Goodwin, City Engineer W. L. 
Popp, T. L. Billingsley, general manager of 
the San José Railroads, and Arthur L. Wood, 
superintendent of the railroad. 

The car lines joined with two local taxi 
companies in requesting that a minimum taxi 
fare of 15 cents be established by city ordi- 
nance. In return the city officials asked that 
bus and street car fares be reduced to 5 cents. 


REA Allots Funds 


HE Rural Electrification Administration 

on October 13th announced an allocation 
of $700,000 for construction of rural electric 
lines to the Imperial Irrigation District, Im- 
perial valley. 


Adopts One-man Car Order 


AY order providing for the regulation of 
one-man car operation in Los Angeles 
was adopted by the board of public utilities 
and transportation at its meeting on October 
20th and a date for a hearing on the order 
was scheduled for a later meeting. 

The order provided for certain safety fea- 
tures for one-man cars, and necessity for ob- 


taining approval of the board for such opera- 
tion, which may be withdrawn for failure to 
comply with stated requirements. 


Denies Gas Rate Rehearing 


ECLARING the Federal courts had no au- 

thority over the rate-making power of 
states, whether used justly or unjustly, a 
special 3-judge Federal court on October 16th 
denied the state railroad commission a rehear- 
ing in the Pacific Gas and Electric natural gas 
rate case. The decision, unless appealed, re- 
leased to the company $600,000 in impounded 
revenues, and deprived consumers of a contem- 
plated rebate estimated at $5 each. It ended 
litigation which started in 1933. 

The court in its declaration of the freedom 
of states to fix rates noted one exception; 
namely, where rates that were too low worked 
a confiscation of property. In such an instance 
the court indicated an inferential right of Fed- 
eral authorities to act in a judicial determina- 
tion. 

The decision was handed down by presiding 
Judge Curtis D. Wilbur of the circuit court 
and Judges Shaw and Louderback of the Fed- 
eral district court. The opinion was written 
by Judge Wilbur and formally denied the 
petition. The court had previously enjoined 
the commission from enforcing its 1933 order 
slashing natural gas rates $2,100,000 a year. 

The state commission subsequently author- 
ized its attorneys to prepare an appeal to the 
United States Supreme Court. 


Colorado 


Protest Utility Tax Reduction 


CAMPAIGN to have public utility corpora- 

tions taxed upon the same valuations up- 
on which their rates are fixed was launched 
before the state board of equalization last 
month by the Colorado Federation of County 
Taxpayers Associations. A large delegation 
of representatives of the federation appeared 


before the board at the opening of its hearing 
on 1936 valuations, protested against the 5- 
million dollar reduction given the railroads by 
the state tax commission, and started a fight 
against the 13-million dollar increase in the 
value of property other than that owned by 
public utility corporations. ! 
Professor G. S. Klemmedson, associate 
economist of the Colorado State College, ap- 
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pearing as the federation’s expert, called at- 
tention to the wide difference between the 
assessed valuation of public utilities for taxa- 
tion and their sworn statements of valuation 
for rate-making purposes. He argued that 
the rate making and tax valuation of public 
utilities should be brought together so they 
would be the same for all purposes. 

He said, in illustrating his point, that the 
Public Service Company of Colorado pays 
taxes on a 27-million dollar valuation and 


* 


bases its rates on a 99-million dollar valuation. 
He pointed out that the Moffat road, which 
has an assessed valuation of $7,718,020, has a 
rate-making valuation of $16,710,675, and that 
the Midland Terminal Railroad, which pays 
taxes on a $939,470 valuation, has a valuation 
of $2,690,285 for rate-making purposes. He 
contended that if farm lands were assessed, 
under the same system that is used for the 
railroads, farm lands would get a 30 to 50 
per cent cut. 


Florida 


City Wins Reduction 


T= city of Miami last month won in its 
effort to obtain reductions in power and 
light rates in a decision handed down on 
October 24th by Federal Judge William H. 
Barrett. Unless the Florida Power and Light 
Company appeals to the Federal court of an- 
peals at New Orleans, the decision, it was 
said, would mean the company must disfribute 
approximately $2,000,000 to Miami consumers 
of the last forty-two months and must reduce 


Protests Rural Enterprise 


HE Georgia Power Company on October 
23rd launched a legal effort to restrain 
the North Georgia Electric Membership Cor- 
poration from conducting a public utility busi- 
ness in northwest Georgia and asked $500,000 
damages. The North Georgia Electric Mem- 
bership Corporation was formed to purchase 
TVA power and resell it in northwest 
Georgia, having obtained franchises from 
Catoosa, Walker, Whitfield, Murray, and 
Chattooga counties. 
In its petition, the power company contend- 
ed the corporation was undertaking “to illegal- 


¥ 


Georgia 


* 


its rates considerably lower than the volun- 
tary reduction granted several months ago. 

The Miami city commission adopted an ordi- 
nance requiring the light company to reduce 
its rates about 33 per cent on light and 29 
per cent on power in February, 1933. In 
March the company started its fight against 
the reduction by applying for an injunction in 
Federal courts and the matter has been in 
litigation since. Miamians were expected to 
save approximately $500,000 a year under the 
decision. 


ly compete with and destroy” its business and 
franchises and asked $500,000 for damages re- 
sulting from these alleged illegal activities. 
Power company attorneys charged the cor- 
poration, chartered as a “private” company 
with no right to sell electricity to any one but 
its members, has set up a competitive public 
utility business without state permission and 
without submitting to regulation of its electric 
rates. 

The power company accused both the cor- 
poration and the TVA of circulating an 
“agreement” to boycott it and refuse to 
grant it rights of way for construction of 
electric lines. 


Illinois 


Votes Down Municipal 
Ownership 


Vom of Springfield on October 20th re- 
jected, by a 3 to 1 majority, a proposal to 
purchase for $7,200,000 the electric and heating 
utilities of the Central Illinois Light Company. 


* 


Unofficial returns from the city’s 85 precincts 
in the special election gave 6,812 in favor of 
the purchase and 21,494 against it. 

It was said to be the largest vote ever cast 
in that city in a special election and followed 
three months of heavy campaigning, with 
speeches, newspaper advertising, and radio em- 
ployed in the bitter fight. 
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Indiana 


Utility Valuation Issue 


I NTIMATIONS that the state public service 
commission may by conference agreement 
establish new rates for the Indianapolis Power 
and Light Company before finding a true val- 
uation of its property marked the hearing last 
month before the state commission on the case 


which was started in February, 1934, it is 
reported. 

These intimations, reported to have been ex- 
pressed by Perry McCart, chairman of the 
commission, followed a second appeal to the 
city, the public counsellor, and the company 
to effect an agreement on new rates before 
the close of the formal hearings. 


lowa 


Renews Plant Fight 


CTION to oust the Iowa-Nebraska Light 

and Power Company from Villisca, and 

to force that company to discontinue supplying 

electric current to residents of the city was 

started October 23rd in Montgomery county 
district court. 

The city of Villisca brought in a cross peti- 
tion asking for an order of court to force the 
light company to remove its poles and wires 
from the streets in Villisca. By agreement 
of counsel the case was advanced from the 
October term of court scheduled to open Octo- 
ber 27th. ; 

Following filing of the cross petition an 
amendment filed by the city of Villisca asked 
a court order enjoining the company from sup- 
plying electric current after December 15th. 

Although the city of Villisca has obtained 
a ruling in district court twice and in the 
supreme court twice against the issuance of 
a temporary injunction to halt work on their 
municipal plant, the original action to stop 
permanently work on the plant was to be 
tried at the October term of court before 
Judge Grover W. Brown of Shenandoah. 

The cross petition stated that the Iowa- 


Nebraska Company has no franchise or con- 
tract to provide electric power to Villisca or 
authority to occupy any street, alley, or other 
place with poles, wire, or other apparatus. 


Rate Ordinances Passed 


| Fag passage of ordinances reducing rates 
for gas and electricity to retail users was 
voted unanimously last month by the Des 
Moines city council effective following the first 
meter reading after October 15th. The new 
rates were estimated by city officials to mean 
a total annual reduction to retail consumers 
of $113,700 in electric bills and $47,300 in 
bills for gas. 

Minimum monthly bills for gas were cut 
from $1 to 80 cents, and minimum monthly 
bills for electricity were reduced from 75 cents 
to 65 cents, according to the ordinances. The 
gas ordinance permitted an extra charge of 10 
per cent on bills up to $5 which were not 
paid within fifteen days after due, and an 
extra charge of 5 per cent on the amount 
above $5. The extra charge permitted on 
electric bills overdue was 5 per cent of the 
amount. 


a 
Kentucky 


Suspends Rate Order 


HE state public service commission on 
October 20th, in an 86-word order, set 
aside its order of October Ist which would 
have put into effect November Ist flat rate 
reductions but imposed tolls on county-wide 
service between exchanges. The action was 
due to protests of rural subscribers who 
claimed the imposition of a toll charge of 10 
cents a call between neighborhood exchanges 
would raise their costs 10 to 50 per cent. 
Investigation of the Southern Bell Tele- 
phone and Telegraph Company’s rates was 
scheduled to vet under way before the com- 
mission at Frankfort, November 10th, when 
the company would begin presentation of its 


testimony. The Louisville rate problem was 
to be studied first, although it was said that 
even tentative ruling on Louisville may await 
completion of testimony for the state as a 
whole. 

The company on October 23rd filed a com- 
plaint with the commission seeking elimination 
of county-wide exchange service and substitu- 
tion of tolls on interexchange service. The 
company’s formal papers indicated it would be 
willing to reduce its monthly rates if the com- 
mission ordered elimination of county-wide 
exchange service and imposed tolls on be- 
tween exchange calls. This was said, in ef- 
fect, to be a renewal of its compromise offer 
which the commission first accepted and later 
abandoned. 
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Michigan 


Orders Rate Reduction 


HE state public utilities commission on 

October 19th ordered the Detroit Edison 
Company to reduce its rates $1,711,000 a year. 
A summary prepared by William M. Smith, 
commission chairman, estimated the reductions 
as follows: Residential rates, $937,000, an- 
proximately $800,000 of which would benefit 
Detroit householders and householders in the 
city’s environs; commercial rates, $628,000, 
the bulk of the total going to the benefit of 
persons in Detroit or its environs; street light- 
ing rates, $140,000, affecting Detroit and a 
number of other communities; miscellaneous, 
$6,000. The reductions were ordered as of 
October Ist on bills rendered November Ist 
and later. 


The average cut for residential customers 
in Detroit and surrounding territory was esti- 
mated at slightly more than 5 per cent. “No- 
body will receive a raise and everybody whose 
bill is more than 45 cents will receive at least 
some reduction,” Chairman Smith said. 

In addition to rate cuts the commission 
changed the basis of Detroit area residential 
rates from the “room count” method to what 
is known as the “simplified block” type. The 
commission contended that the block type was 
more equitable, since it carried a charge direct- 
ly “1 relation to the amount of electric current 
used. 

The Detroit Edison rate case was begun in 
July on the commission’s own motion. It was 
believed that the company would accept the 
order without contest. 


¥ 
Nebraska 


Cuts Light Rates 


7 Western Public Service Company last 
month announced a reduction in residen- 
tial, farm, and commercial lighting rates, ef- 


fective November Ist, throughout its Wyom- 
ing, Nebraska, and Colorado districts. W. M. 
Bird, president of the company, estimated the 
savings to consumers would aggregate $80,000 
a year. 


New York 


New Gas Line Evidence 


AY opportunity to present new evidence on 
the construction of a 92-mile line for the 
transmission of natural gas from the Pennsyl- 
vania and New York state line to Rochester, 
N. Y., authorized by the state public service 
commission, will be granted, the commission 
announced last month. The state commission 
determined, however, that it would not grant 
a rehearing on all phases of the proceed- 
ing. 

The authorization was given last September 
to the Cabot Gas Corporation. 

Construction of the line would involve an 
expenditure of more than $1,500,000. Installa- 
tion of spur connections would bring the total 
outlay to approximately $1,750,000, it was re- 
ported. 

The 14-inch line would extend through the 
counties of Allegany, Wyoming, Livingston, 
and Monroe. 

The primary purpose of the project was to 
supply natural gas to industrial customers, 
but it also was intended to sell gas to do- 
mestic users in about half the townships 
through which the line would pass. One of 
the purposes of the proposed line was to 
supply natural gas to Eastman Kodak Com- 
pany in Rochester for industrial uses, while 


another was to furnish gas to the Pavilion 
Gas Company. 
So 


Acts to Force Cut 


Te state public service commission on 
October 16th announced that it had filed 
in the supreme court in Albany a petition ask- 
ing that the Bronx Gas and Electric Company 
be compelled to make effective the reduced 
electric rate schedule ordered by the commis- 
sion and to refund to customers excess 
amounts collected since the order. 

In the fall of 1934 the commission ordered 
the company to make a temporary cut of 20 
per cent in its electric rates, pending fixation 
of a new permanent schedule. The commis- 
sion’s right to take such action was upheld 
recently by the court of appeals. 

The company then made refunds at the 
rate of $520,000 a year, but only to August 1, 
1935, when it had put into effect a schedule 
lower than its old rates but higher than those 
temporarily ordered by the commission in 
1934. The petition filed by the commission 
asked that the company be compelled to refund 
the excess it has collected under its rate sched- 
ule of August 1, 1935, amounting to about 
$400,000 a year. 
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North Carolina 


REA Lines in Difficulties 


HE Caldwell County Rural Electrification 

Coéperative—a $430,000 project—on Oc- 
tober 16th sought means of convincing the 
state utilities commission of feasibility of its 
contemplated power lines. The commission 
has refused to issue a certificate of convenience 
and necessity. A second hearing was sched- 
uled to be held within two months. 


The commission refused to accept as eyi- 
dence of feasibility the fact that the Federal 
REA had approved the Caldwell project and 
authorized the $430,000 loan for the codpera- 
tive. 

Hunter Martin, chief counsel for the Caid- 
well county group, was asked to bring be- 
fore the commission at the second hearing 
all the evidence which was filed with the REA 
when the loan first was requested. 


Pennsylvania 


Oppose Uniform Accounting 


| apt es companies opposing adoption of a 
uniform system of accounting told the 
state public service commission last month that 
the installation would cost $11,000,000 and the 
upkeep $440,000 a year. The testimony was 
offered by Maurice R. Scharff, New York 
consulting engineer. Scharff said the system, 
proposed by the Federal Power Commission, 
or be “erroneous, improper, and undesir- 
able. 

Mr. Scharff said the total fixed capital of 
electric companies was $1,106,000 in Pennsyl- 
vania, and that they would have to spend 
$11,000,000 to install the uniform system of 
accounting which, he said, was only a general 
indication of the magnitude of the cost. He 
said the system would be confusing to those 
companies dealing in multiple utilities, such as 
gas, electric, and water, and that separate ac- 
counts would be necessary because the utilities 
differ in the meaning of the cost of purchased 
property. 


It was expected that legal action would be 
taken to prevent the Federal commission from 
compelling the companies to use the system, 
which goes into effect January Ist. 


Commission Rejects Proposal 


T= state public service commission on 
October 19th rejected the Edison Light 
and Power Company’s offer to cut its rates 
$165,000 a year and then place its earnings on 
a “sliding-scale” basis by the end of 1937. 
The offer was contingent upon the commission 
dropping its rate case against the utility, which 
serves York and adjacent territory. 

The commission held the proposed reduction 
still would leave the company earning more 
than 8 per cent a year and that the “sliding 
scale” would guarantee the company that re- 
turn. The commission fixed the maximum 
earnings of a utility at 6 per cent on the pres- 
ent-day valuation. A hearing was to be held 
October 28th on the rate case. 


Rhode Island 


Commissioner Reviews 
Regulation 


N a recent radio address, Frederick A. 

Young, chief of the state division of public 
utilities, gave what he termed a “second re- 
port” on the activities of the public utilities 
division since its reorganization under the 
Rhode Island Department of Revenue. Mr. 
Young recalled that he had previously recom- 
mended legislation giving the commission 
greater power over the issuance of securities 
and accounting practices of utilities subject to 
regulation. 

Subsequently, the legislature amended the 
general laws so as to grant the commission 


such regulatory powers and regulatory work 
being done in that respect was commented 
upon. Voicing regret, however, that previous 
sessions of the legislature had not seen fit 
to make a larger appropriation for purposes 
of making an appraisal of utility rate bases, 
the speaker answered the objection as to the 
cost of such procedure by stating that it 
must be done if effective regulation is desired. 
He added: 

“The question resolves itself into whether 
we are willing to pay immediately a relatively 
large amount to establish certainty or whether 
we wish to struggle indefinitely with conflict- 
ing opinions. There is no question but that 
there will be a large immediate cost in making 
these appraisals but, on the other hand, there 
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would be low cost for continuous and effective 
regulation. In the long run it would prove 
itself a most economical arrangement.” 

Reviewing other accomplishments, Mr. 
Young referred to the simplification of the 
Narragansett Electric Company’s corporate 
structure and the refunding of its bonded in- 
debtedness, followed by a $716,800 annual re- 
duction in rates. Total annual savings real- 
jzed under new reductions of the Newport 
Electric Corporation were estimated at 


¥ 


$101,400, while the reductions of the Black- 
stone Valley Gas and Electric Company were 
stated at $315,500. Other utility rate reduc- 
tions mentioned were as follows: Telephone, 
$132,200 a year; gas, $21,000 (Providence 
Gas Company) ; water, $6,100 ( Bristol County 
Water Company) ; somewhat larger reductions 
in railway fares, making a total savings 
through reductions of utility rates of all kinds 
of ny $1,299,500 annually, it is re- 
ported. 


Tennessee 


TVA Seeks to Quash Suit 


HE Tennessee Valley Authority on Octo- 

ber 23rd launched a new attempt for dis- 
missal of a suit by 19 private power com- 
panies seeking to invalidate the New Deal’s 
“yardstick power” program. In a motion filed 
in eastern Tennessee Federal court at Knox- 
ville, the TVA asked that the suit be quashed 
for lack of an issue. A previous attempt to 
end the litigation failed on October 16th, when 
Federal Judge John J. Gore denied a TVA 
dismissal motion on grounds of lack of juris- 
diction. 

TVA attorneys asked dismissal of the latest 
challenge on grounds that the suit embodies 
no issues that were not raised in the Ash- 
wander Case last February which was decided 
in the TVA’s favor. The Ashwander ruling 
guaranteed TVA’s right to sell excess power 
manufactured at Wilson dam on a uniform 
rate basis in competition with private enter- 


* 


prise. The nower companies assert that the 
Ashwander ruling cannot be applied to ac- 
tivities of other TVA dams which were not 
constructed for war defense purposes as was 
Wilson dam. The power companies assert 
their suit encompasses the entire act, while the 
Ashwander decision was limited in scope. 


Suggests TVA Conference 


Ce. Harold C. Fiske, chairman of the 
Chattanooga Public Power Board last 
month announced that a conference of all Ten- 
nessee valley municipalities desiring Tennes- 
see Valley Authority power “has been sug- 
gested.” Colonel Fiske said that if such a 
meeting should be held, every angle of the 
problem would be discussed. 

Memphis and Knoxville would be included 
in the conference, which would probably be 
held at Chattanooga. 


Texas 


Extends Life of River Authority 


A SENATE bill, approved by the house, to 
extend the life of the Upper Colorado 
River Authority, was sent to the governor last 
month. Sufficient majorities were accorded 
the bill in passage through both houses to 
make it effective on the governor’s approval. 
It would extend until January 1, 1940, the 
time for the district to obtain Federal aid for 
a flood and irrigation project and delay until 
next January Ist the operation of a tax remis- 
sion provision. 


Company Seeks Rehearing 


(Cis that the right of judicial review 
of its gate rate case has been denied, the 
Lone Star Gas Company on October 22nd filed 


¥ 


a motion for a rehearing on an application for 
a writ of error, which was denied by the state 


supreme court October 7th. In denying the 
application, the supreme court sustained the 
court of civil appeals in'a decision which the 
company averred was in conflict with U. S. 
Supreme Court rulings in recent months. 

The court of civil appeals reversed a circuit 
court jury decision that the state railroad 
commission’s order reducing the gate rate 
from 40 cents per thousand cubic feet to 32 
cents was unreasonable and confiscatory. 

The United States Supreme Court has held 
that where confiscation is charged against a 
regulatory body’s rate order, the reviewing 
court must be entitled to pass its independent 
judgment on the facts as well as on the law, 
which was denied the company by the rever- 
sal, the company alleged. 
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Washington 


Plans New Power Lines 


peaee for the expenditure of $1,115,000 on 
new power lines to serve customers in and 
near Seattle were revealed on October 16th by 
the city light department. This was included 
in the $8,500,000 program toward which the 
Federal government has pledged an outright 
gift of $3,000,000. Lighting Superintendent J. 
D. Ross has asked the city council to author- 
ize the sale of $5,500,000 in city light bonds 
to finance the remainder of the program, it 
was reported. 

The new lines to serve customers, the de- 
partment told the council, would have to be 
financed entirely by city light bonds. The 
Federal money would be divided between three 
other projects: construction of a new dam 
at Ruby creek on the Upper Skagit, a new 
power transmission line from the Skagit to 
Seattle; and additions and improvements at 
the south substation, Fourth avenue south and 
Spokane street. 


Offers to Buy 
Municipal Railway 


MAKER of trackless trolleys and busses 

was reported last month to be prepared to 
buy up outstanding municipal railway bonds 
to gain control of the Seattle system for pri- 
vate operation if the city fails to work out a 
modernizing and refinancing program of its 
own. The manufacturer would take up the 
bonds from the present holder, the Puget 
Sound Power and Light Company, thus fore- 
stalling competition for $5,200,000 worth of 
new equipment. The manufacturer, it was 
said, saw an opportunity to operate the system 
profitably. 

The city council on October 14th adopted 
by unanimous vote a resolution sponsored by 
Councilman Frank J. Laube, asking a Federal 
grant of $1,000,000 for the railway department, 
which was said to be entirely separate from 
a proposal by a New York syndicate for refi- 
nancing and modernizing the railway. 


West Virginia 


Ordered to Pay Deposit Interest 


A= West Virginia utilities were ordered by 
the state public service commission last 
month to pay up all back interest due on 
their customers’ bill-guaranteeing deposits and 
hereafter make the interest payments at 
stated intervals. Heretofore the interest on 
deposits put up by customers to guarantee 


e 


payments have been paid on demand only, 
although the commission said some firms 
have been paying annually. 

The back interest must be paid within sixty 
days from October 23rd. The commission 
said where no interest has ever been paid 
it must be taken care of from the date the 
deposit was made, regardless of the number 
of years. 


Wisconsin 


Threaten Rural Project 


agence of power lines on Wisconsin’s first 
rural electrification project, sponsored by 
the Richland county rural electric codperative, 
was halted last month by a threat that several 
property owners would sue for damages if 
lines were raised on abutting highway prop- 


A. V. Miller, codperative president, scored 
the move as “an attempt to embarrass the co- 
Operative,” but decided to halt construction 
on the 239-mile project pending advice from 
the Federal Rural Electrification Administra- 
tion and the state rural electrification codrdi- 
nation office. Miller indicated that construc- 
tion might be resumed, since damages would 
be less than the cost of rerouting the lines. 


Cities Get Rate Cut 


OME, store, and office users of electricity 

served by the Wisconsin Gas and Elec- 
tric Company in southeastern Wisconsin, un- 
der new rates effective after November meter 
readings and authorized by the state public 
service commission, were expected to save 
$50,000 a year. 

For home users the first 50 kilowatt hours 
used monthly would cost 25 cents less in Wa- 
tertown than under the old rates, while at 
Burlington, Ft. Atkinson, West Bend, Barton, 
and Whitewater, the first 50 kilowatt hours 
used monthly would cost 37.5 cents less than 
previously. 

Similar reductions were made for store and 
office users. 
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Guaranteed Minimum Payment Under 
Rural Electrification Plan 


HE Michigan commission approved, 

with modifications, a plan for rural 
electric extensions of the Michigan Pub- 
lic Service Company. The plan pro- 
vides for a guaranteed minimum month- 
ly payment instead of contributions by 
customers as formerly required. 

The utility represented that its for- 
mer policy had proven unsatisfactory 
and was obsolete. The new plan pro- 
vides for building of an extension with- 
out contribution where there is an aver- 
age of five or more customers per mile 
and each original customer has guaran- 
teed, as a minimum monthly payment, 
an amount which, added to the other 
guaranteed payments, aggregates 14 per 
cent net per month of the total construc- 
tion costs of the extension. Provision 
is also made for future revisions, fur- 
nishing of right of way, and other mat- 
ters. 

The commission disapproved a limita- 
tion of construction costs to an exact 
amount but approved a provision that 
the company should reserve the right to 
refuse to make any extension that in its 
judgment is not economically justified, 
this latter provision being subject to 


review by the commission in case of dis- 
agreement. 

A minimum monthly bill of $3 per 
customer was disapproved where the 
standard rural rate was $1, the com- 
mission stating : 


This higher individual monthly minimum 
would tend to prevent the larger users on 
an extension from taking their full propor- 
tionate share of the guaranty and thus re- 
lieving the small customer of a burden 
which he may not be in a position to carry. 
This completely eliminates the codperative 
feature of the rural plan which has appealed 
strongly to this commission in that each one 
of the group desiring an extension was able 
to assume his proper share of the guaranty 
which is necessary during the development 
of customer usage of energy on the exten- 
sion. During this period the guaranty has 
to be such an amount that it enables the 
company to finance the extension but not 
such an amount that it makes the cost of 
energy prohibitive to the customer. Both 
the company and the customers on an ex- 
tension must expect to receive a minimum 
of profit from the extension during this 
period with the expectation that full cus- 
tomer usage of electric service will in a few 
years make the installation profitable to 
both. 


Re Michigan Public Service Co. (D- 
2927). 


e 


Right of Municipal Plant to Return Is Sustained 
by High New York Court 


. i; action of the appellate division 
of the New York Supreme Court 
in annulling a commission rate order 
which failed to allow the village of 
Boonville a return on the value of its 
electric plant was sustained by the New 
York Court of Appeals. The court did 
not pass upon the constitutional ques- 
tion of confiscation, but ruled that un- 
der the New York statutes the commis- 


sion had no power to exclude from the 
rate a provision for return. 

Judge Finch, speaking for the court, 
pointed out that the commission has only 
such powers as are conferred by the 
legislature. The statute imposes a duty 
on the commission to supervise rates for 
the same reason in the case of a munici- 
pally owned utility as in the case of a 
privately owned utility, namely, to pre- 
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vent the fixing of rates that are unjust 
and unreasonable. Also the statute pro- 
vides that the rate must be fixed by the 
commission with due regard, among 
other things, to “a reasonable average 
return upon capital actually expended 
and to the necessity of making reserva- 
tions out of income for surplus and con- 
tingencies.” He said in part: 

These words of the statute negative the 
claim of the public service commission that 
in the case of a municipality it may dis- 
regard entirely any return on capital actual- 
ly expended. The public service commission 


justifies its action because the municipal- 
ity has paid back the capital which it 
borrowed. But if a privately owned util- 
ity had paid off its indebtedness, it would 
still be entitled to a fair return upon the 
value of the property. In the absence of any 
statutory prohibition a municipally owned 
electric plant may not be penalized for its 
thrift in putting back as invested capital all 
or a portion of its earnings. Nothing in 
the statute authorizes the public service 
commission to treat differently a privately 
owned and a municipally owned utility so 
as to allow the former a reasonable profit 
and the latter no profit. 


Boonville v. Maltbie et al. 


e 


Gas Line Approved Where Commission Lacked 
Authority over Conservation 


Paper for the construction of a 
natural gas line from fields in 
Pennsylvania and along the New York 
border to communities in western New 
York was granted by the New York 
commission. Objectors represented coal 
companies, railroads, and local utilities. 

Chairman Maltbie, delivering the ma- 
jority opinion, disposed of the conten- 
tion that natural gas would be wasted 
with the statement that the commission 
had been given no adequate authority 
to determine how the natural gas re- 
sources of New York, to say nothing 
of the resources of Pennsylvania, should 
be developed. New York state, he said, 
receives far more gas from sources lo- 
cated beyond its boundaries than it ex- 
ports to any adjoining state, and the 
conservation of natural gas resources in 
the various states cannot be properly 
brought about except through voluntary 
action of the states or by the Federal 
government. 

In view of the lack of authority con- 
ferred upon the commission to conserve 
natural resources, he said, the question 
became primarily what would be gained 
to consumers in the state of New York 


if the petition were denied. The gas 
was to be used mainly for industrial 
purposes, and it was inferred that the 
saving to companies purchasing the gas 
would go to enrich a few stockholders. 
Chairman Maltbie, nevertheless, did not 
find that the public would be benefited 
by depriving them of such profits or ad- 
vantages. He said in part: 


There is nothing to assure us that the de- 
nial of the petition would conserve the gas 
supply. Is it not likely that the benefits 
would merely be diverted from one group 
or one locality to another? 

There are many other subsidiary questions 
and elements which one might consider, such 
as the effects upon the coal companies, other 
utilities, and particularly the Rochester Gas 
and Electric Company; but again I see no 
way whereby the denial of the petition would 
ultimately work to conserve the coal supply 
or to the advantage of gas consumers in 
Rochester. The gas in the field tapped by 
the petitioner will be used and wherever 
used it will naturally take the place of other 
fuel. Any attempted protection of any in- 
dustry or of any area will either be ineffec- 
tual or merely transfer the effect elsewhere 
until a broad scheme of conservation is 
adopted. 


Re Cabot Gas Corporation (Case No. 
8864). 


+7 
Court Upholds Ruling on Leasing of Wires 


fxs Owl Protective Company, on 
appeal, failed to overthrow the de- 


cision of the Pennsylvania commission 
that the Keystone Telephone Company 
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of Philadelphia could not be compelled 
to lease wires for use by a burglar and 
fre alarm system [12 P.U.R.(N.S.) 
383]. Leasing of wires for such a pur- 
pose, in the opinion of the court, does 
not constitute the rendering of telephone 
service. 

The telephone company placed its re- 
fusal to lease wires upon the ground 
that its franchise authorized it to use the 
city streets for wires and cables (1) 
to furnish telephone service, and (2) to 
lease wires to any other corporation 
“having authority to use the same,” in 
the words of the franchise ordinance. 
The alarm company had no franchise 
and had been granted no right to use 
the streets. 

The court sustained this contention, 


expressing its opinion that the city had 
the power to impose the conditions 
which it did in its franchise ordinance, 
and 


. that the ordinance dealt with two 
distinct situations, direct use of the conduits 
and wires by the Keystone Company in sup- 
plying service itself to the public and the 
leasing of conduits and wires to other cor- 
porations for an independent use, and that 
the use which the Owl Company proposes 
to make of the wires it wishes to lease, 
places such use in the latter class. To hold 
otherwise would render the conditions in the 
ordinance of 1902 of no effect and permit 
the Keystone Company to grant the use of 
the streets to all other corporations, operat- 
ing by means of electric current over wires, 
without the consent of the city. 


Owl Protective Co., Inc. v. Public Serv- 
ice Commission. 


3 


Relationship between Going Concern 
and Good Will 


N a decision of the Federal district 
I court, for the southern district of 
Florida, sustaining ordinance rates fixed 
by the city of Miami, no allowance was 
made for going concern value because 
there was no evidence to support such 
value. District Judge Barrett, however, 
discussed the nature of going concern 
and good will. 

Going concern and good will, he de- 
clared, are frequently used as syno- 
nyms, and in some instances, as in estab- 
lishing sales value, it is proper to con- 
sider this as an element of value; it is 
not proper and is confusing when em- 
ployed in establishing a rate base. Go- 
ing concern, he said, as distinguished 
from a bare bones plant, consists of all 
the units of the plant so set up and in- 
terconnected and its organization so de- 
veloped as at once to function and de- 
liver the product it was planned to pro- 
duce. He continued: 

“Good will” consists or may consist of a 
number of elements, among which are 
trained personnel, cordial coéperation among 
officials and employees, popularity, custom- 


ers, wisely located pipes or wires and any 
quality or practice that attaches customers 


and serves to increase their number. To 
the extent, that such “good will” shall have 
been paid for by “capital invested” it be- 
comes a part of the rate base. To the extent 
that such “good will” shall have been ac- 
quired as a part of the “operating cost” and 
so charged it should not become a part of 
the rate base. The fairness of this rule is 
made obvious by considering the result that 
would follow with a prosperous plant by the 
application of an opposing rule. A rate 
fixed on the original rate base—capital in- 
vested—enables from its earnings additions 
to its sale value in the form of “good will,” 
A purchaser, or even the original owner, 
would ask for larger rates because of a 
larger rate base. Thus would a community 
whose payments had enabled prosperity be 
called on to nay higher rates because it had 
paid sufficiently high rates to enable pros- 
perity. And thus would a constant increase 
in rates be urged. 


The court held that a franchise pur- 
porting to establish a rate base and pro- 
viding for a rate of return to the utility 
company in 1925 could not legally sus- 
pend the city’s power to regulate rates, 
and that the power of the city to fix 
rates remained unimpaired when the 
city enacted in 1933 the rate ordinance 
attacked by the company. Florida Pow- 
er & Light Co. v. Miami et al. 
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Combined Billing for Water Service to 
Industrial Housing Section 


2 superior court of Pennsylvania 
reversed a decision of the state 
commission [13 P.U.R.(N.S.) 48] 
which sustained a water utility’s rule for 
billing an industrial company for water 
consumed in its industrial housing sec- 
tion. The court held that the utility 
company should bill the industrial hous- 
ing section as one consumer. 

The distribution plant in this section 
had been constructed at the expense of 
the industrial company. The water 
company delivered water through a bat- 
tery of two 4-inch meters but did not 
incur any expense by way of building, 
operating, maintaining, or repairing the 
distribution system. Keller, P. J., said: 

It is readily seen that this was not the 
ordinary case of two or three separate, but 
adjacent, individual domestic consumers be- 
ing supplied, with the approval of the water 
company, with water from the latter’s dis- 
tribution main through one meter. It was 

a different and wholly unique proposition 

and put the dwellings included in this in- 


e 


dustrial housing group in a different class 
from the ordinary residence supplied on a 
separate or two- or three-party service line 
laid and maintained by the water company, 


The water company had filed an 
amendment to its rules to provide that 
the output charge would be applied to 
the average use of each building, family, 
or establishment for the purpose of bill- 
ing. The court pointed out that part 
of the water was used for fire protection 
and sewage disposal, which is not a do- 
mestic use but wholesale consumption. 
Water supplied for sewage disposal and 
fire protection purposes, it was said, is 
not a part of the average use of “each 
such building, family, or establishment” 
and cannot be included in the calculation 
of water to be divided among the build- 
ings, families, and establishments in or- 
der to determine the average use of 
water supplied to each of these classes. 
The Viscose Co. v. Public Service Com- 
mission et al. 


Stay of Commission Rate Order Denied 


N application made to Justice 
Schenck of the New York Su- 
preme Court for a stay of a commission 
order reducing electric rates was denied 
on the ground that there was no ques- 
tion of law presented by the issues, and 
the court should not substitute its judg- 
ment on questions of fact in place of 
the determination of the commission on 
the same evidence. The stay was 
sought pending appeal to the appellate 
division under the provisions of the 
New York law. 

Justice Schenck pointed out that the 
function of the commission and the 
function of the court are separate and 
distinct and neither should invade the 
other’s sphere of action. There was 
said to be a presumption that the com- 
mission order was warranted from the 
evidence and the further presumption 
that the commission was a fact-finding 
body possessing technical qualifications 


as to matters not within the special 
knowledge of the court. Sharp contro- 
versies as to facts produced questions of 
fact but not questions of law. Justice 
Schenck said in part: 


Obviously, any substantial reduction in 
rates will decrease petitioner’s earnings. 


However, if it is the petitioner’s conten- 
tion that by reason thereof a stay of the 
commission’s order should be granted in 
every case where a reduction in rates has 
been ordered, then for the purpose of estab- 
lishing utility rates, the judgment of the 
court and not that of the commission must 
be accepted. If that be the law, the court 
and not the commission should fix the 
amount to be charged. On such theory it 
must be found that as a rate-making body 
the commission has outlived its usefulness. 
I am unable to subscribe to such proposition. 
To give such legal construction to the stat- 
ute is untenable. 


Long Island Lighting Co. v. Maltbie et 
al. 289 N. Y. Supp. 1092. 
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Franchise Cannot Affect Regulation 


of Service 


HE New York commission author- 
‘Vie the Camden Gas Company, In- 
corporated, to construct a gas plant in a 
village where no other company was op- 
erating, but Commissioner Brewster, 
speaking for the commission, offered the 
criticism that the franchise granted by 
the village contained provisions which 
would be ineffective in view of the com- 
mission’s exclusive jurisdiction over 
rates and service. 

One provision was that the holder of 
the franchise should not be required to 
extend a gas main more than 50 feet for 
any consumer. This is contrary to the 
statute, which requires an extension of 
100 feet at the expense of the company. 
Commissioner Brewster said this provi- 
sion did not invalidate the franchise, but 
the village board could not change the 
statutory requirements and the statute 


and Rates 


would still be controlling on the utility. 

The franchise also set forth the rates 
to be charged and contained provisions 
as to how future charges should be 
fixed, which provisions allowed the 
board of commissioners of the village to 
fix rates. On this point Commissioner 
Brewster said: 


The power to fix gas or electric rates is 
vested by statute in the public service com- 
mission and the village of Camden cannot 
by requirements in a franchise take the ju- 
risdiction over rates from the commission. 
The company is required to file with the 
public service commission schedules of the 
rates to be charged and it may file the rates 
set forth in the franchise and such rates may 
become the rates to be charged unless and 
until the public service commission fixes 
other rates. 


Re Camden Gas Co., Inc. (Case No. 
8935). 


e 


Need for Service Must Be Shown on 
Transfer of Operating Right 


HE Pennsylvania commission re- 
fused to approve the sale of equip- 
ment and operating rights by an indi- 
vidual motor carrier to a motor carrier 
corporation merely upon a showing that 
the consideration was reasonable, that 
the purchaser was able to render service, 
and that the purchaser was of proper 
character. The commission said that in 
the absence of any evidence indicating 
public necessity for approval of the ap- 
plication, the commission could not find 
that approval was necessary or proper 
for the service, accommodation, or con- 
venience of the public. 
While it was said to be true, as con- 
tended by the applicant, that approval 


of the application would not increase 
the number of operators, it would tend 
to create a more competitive situation 
than existed, because of the greater 
facilities of the purchaser, and this 
would probably result in material di- 
version of, or reduction in the business 
of, other carriers, thus lessening their 
ability to serve the public. It was said: 


We are further of the opinion that it is 
incumbent upon the applicant-vendee in a 
situation of this kind to submit evidence of 
public necessity irrespective of any previous 
finding of such necessity for the service as 
rendered by the applicant-vendor. 


Re Line et al. (Application Docket No. 
24906, Folder No. 10). 


e 


Other Important Rulings 


HE supreme judicial court of 
Maine, in sustaining a commission 
order fixing water rates, on exceptions 


by inhabitants of a town, held that no 
reversible error existed because of the 
commission’s exclusion of evidence to 
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show the price paid by the present own- 
er for the property at a receiver’s sale, 
since such price is of small consequence 
in determining true worth. Damariscot- 
ta-Newcastle Water Co. v. Damariscot- 
ta-Newcastle Water Co. (186 Atl. 799). 


The New Jersey board approved a via- 
duct for the elimination of a dangerous 
railroad crossing although objection was 
made by a country club on the ground 
that it would damage the golf course to 
a serious extent. The board stated that 
the main problem confronting it was the 
elimination of the dangerous grade 
crossing. Re Pennsylvania Railroad Co. 


The Colorado commission, in dismiss- 
ing a complaint by an industrial custom- 
er against electric rates of a municipal 
plant, on the ground that the complain- 
ant had not sustained the burden of 
proof as to discrimisation, declared that 
equality of treatment does not mean 
identity of treatment and different 
classes of consumers may properly be 
charged on a different basis without 
working any unlawful preference or dis- 
crimination. The basis for classifica- 
tion must be founded upon the cost to 
the utility of furnishing the various 
classes of service, so that each class con- 
tributes its proportionate amount of in- 
come that results in a fair return. 
Lamar Alfalfa Milling Co. v. City of 
Lamar (Case No. 1597, Decision No. 
8549). 


The Colorado commission, in dismiss- 
ing a complaint by a coal producers’ as- 
sociation against a reduced rate for 
transportation of slack coal which it was 
alleged would upset the coal market, 
said that it is fundamental that there is 
a zone of reasonableness between rates 
that are excessively high and rates that 
are less than compensatory, within 
which zone the carrier is ordinarily free 
to adjust its charges for itself. The 
Northern Colorado Coal Producers’ As- 
sociation v. The Denver & Salt Lake 
Railway Co. (Case No. 1834, Decision 
No. 8471). 


The Colorado commission, in denying 
authority to transfer “express freight” 
in order to build up the business of an 
operator transporting newspapers, de- 
clared that although the limited amount 
of freight to be carried might not seri- 
ously affect the revenues of other car- 
riers, a precedent would be set in au- 
thorizing freight transportation for the 
purpose of building up the business of 
the applicant to a point where it would 
be financially successful and the grant- 
ing of other permits might have an ulti- 
mate effect upon common carrier service 
which would become very serious. Re 
Milow (Application No. 3226-PP, De- 
cision No. 8455). 


The Missouri commission, in assign- 
ing to a particular city a portion of the 
fair value of electric utility property, 
made the apportionment on the basis of 
the total capacity of transformers in- 
stalled to serve that city and the kilo- 
watt hours sold in the city combined, 
stating that both bases were used in 
combination in order to give the city full 
advantage of any load factor that it 
might have better than that of the other 
towns assigned in the same group. It 
was said that to assign it on the basis of 
the transformer capacity only might as- 
sign a larger proportion than is fair and 
to assign it on the kilowatt-hour basis 
only might not assign a_ sufficient 
amount. Cole v. Missouri Public Serv- 
ice Co. (Case No. 7704). 


The Pennsylvania commission denied 
authorization for additional motor truck 
service where evidence of the need for 
this service had not been shown, but 
the commission stated that this did not 
indicate the adoption of a “closed door” 
policy relative to future authorization of 
additional service over any portion of 
the proposed route when evidence of 
the public convenience and necessity 
should be produced. Re Motor Freight 
Express (Application Docket No. 22955, 
Folder 25). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Jefferson Hotel Company et al. 


Southwestern Bell Telephone Company 


[Case No. 8960.] 


Rates, § 103 — Commission jurisdiction — Hotel telephone service — Compen- 
sation to hotel. 


1. The Commission, in exercising its jurisdiction to regulate rates for tele- 
phone service to hotels, has jurisdicton over the division of charges between 
the telephone company and the hotel, p. 280. 


§ 253 — Schedules — Hotel telephone service — Compensation to hotel. 


2. A schedule of rates and charges for telephone service to a hotel and for 
guests in a hotel should plainly specify the division that is proposed to be 
made between the telephone company and the hotel where the telephone 
company employs the hotel keeper to assist in rendering the service to 
guests and the compensation of such employee is based on a percentage of 
revenue, since otherwise there is no possible way to determine the rates 
and charges actually paid and the way is open for discrimination and re- 
bate, p. 280. 


§ 568 — Telephone service to hotel — Division of revenues. 


3. The question of rates for telephone service to hotels should be ap- 
proached directly and in the usual manner by a consideration of evidence 
covering all factors determining rates, and not by an indirect method of 
fixing the terms of some collateral arrangement or agreement incident to 
the service such as the terms of a contract governing the division of rev- 
enues between the hotel and the telephone company, p. 281. 


Discrimination, § 167 — Telephone rates — Hotels. 


4. A schedule of rates for telephone service to hotels should provide for 
uniform rates to hotel guests who are supplied the facilities through a 
private branch exchange system, instead of allowing discrimination by 
providing for an optional rate of either 5 or 10 cents for a guest call, the 
option to be exercised by the hotel installing telephone equipment, p. 282. 


§ 568 — Hotel telephone service — Hotel costs and telephone costs. 


5. The principle of apportioning to telephone sales a share of all indirect 
hotel expenses is fallacious since it treats the telephone department as a 
revenue-producing department of the hotel while hotels are not in the 
telephone business, are not telephone corporations, and have no right to sell 
telephone service either at a loss or at a profit, and there is no mutual 
obligation of the telephone company and the hotel to provide telephone 
facilities for guests, but the rendition of extraordinary service to a guest 
is hotel cost and is in no sense telephone cost, p. 282. 
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Payment, § 9 — Liability of hotel — Telephone calls by guests. 
6. A hotel keeper who sees fit to extend credit to guests for telephone 
service may properly be held as guarantor for the payment of the bill, and 
the rate schedule of the telephone company should show this additional ob- 
ligation placed upor. the hotelkeeper as a special agent as well as the other 
terms and conditions of the agency contract, p. 284. 


Rates, § 568 — Hotel telephones — Classification. 
7. All hotels maintaining private branch exchange service with telephone 
facilities available in rooms should enjoy uniform rates, and rates to guests 
in such hotels should likewise be uniform, without classification of hotels 
in respect to, and dependent upon, the character of telephone service ren- 
dered, p. 285. 


Rates, § 568 — Hotel telephones — Duplicate charges. 
8. The charging by a telephone company of rental on its appliances installed 
in a hotel while at the same time it charges for every outgoing guest call 
going through the hotel exchange does not amount to the collection of 
duplicate charges, since the charges are for different classes of service 
rendered by the use of the same appliances, p. 285. 


Rates, § 568 — Hotel telephones — Charges by hotel. 
9. A hotel, having no right to resell telephone service, does not resell such 
service furnished to a guest, and the hotel is not entitled to charge for 
guest telephone calls as compensation for telephone service but the hotel 
should receive its compensation from room rent, p. 285. 


Rates, § 43 — Commission jurisdiction — Scope of proceedings — Hotel tele- 
phone rates. 
10. The Commission, in passing upon a complaint relating to the compen- 
sation to hotels by a telephone company for services in furnishing hotel 
telephone service, has authority to alter or change the rate for a hotel guest 
call, p. 286. 


Rates, § 568 — Hotel telephones. 
11. The rate to a hotel guest for a local call should not exceed the rate 
for public telephone service, p. 286. 

Rates, § 568 — Hotel telephones — Calls from booths. 


12. An increased charge may be made for outside telephone calls from a 
booth in the lobby of a hotel, or from a telephone outside of guest rooms 
connected with the hotel switchboard, in excess of the charge on local calls 
from hotel rooms, p. 286. 


[September 10, 1936.] 


BO store viase! for reduction of telephone rates charged hotels; 
modification in rate schedules ordered. 


¥ 


By the Commission: After an ex- 
tended hearing and prolonged consid- 
eration a report and order was issued 
in this case April 23, 1936. In due 
time applicants filed their motion for 


a rehearing on the ground of numer- 
ous alleged errors, deficiencies, ex- 
cesses, and inconsistencies which ren- 
dered the conclusions and the order 
unreasonable and unlawful and re- 
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quested opportunity to orally argue 
the motion. Shortly thereafter the 
telephone company filed its motion to 
modify and clarify the report and or- 
der because of existing doubt respect- 
ing the proper interpretation of the 
intent of the Commission, and that 
under possible interpretations it would 
be deprived of property rights con- 
trary to law; that certain legal ques- 
tions were undetermined ; and that the 
Commission should find under the evi- 
dence that the prevailing rates are rea- 
sonable. 

Counsel for the respective parties 
argued their motions before the Com- 
mission June 3, 1936, and subsequent- 
ly filed with the Commission suggest- 
ed findings to be incorporated in the 
report. A transcript of the oral argu- 
ment has been preserved. After a 
careful consideration of the argument 
and after a complete review of the 
evidence in the case and briefs of 
counsel we have concluded that some 
of the criticism is justified and that 
the report and order heretofore filed 
should be withdrawn and a modified 
report and order prepared upon the 
record made. 

Upon the argument of the motion 
for a rehearing it was not indicated 
that applicants would have further 
evidence to offer, but it was suggested 
that if the report and order be set 
aside that petitioners be permitted to 
withdraw their application and have 
the proceeding dismissed without 
prejudice to them. Objection was 
made by the telephone company to 
such proposed procedure and its coun- 
sel insist that the Commission pro- 
ceed to a determination of all ques- 
tions properly in issue. 

In view of the foregoing we have 
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concluded to overrule the motions of 
the respective parties and rewrite the 
case in the light of all the facts now 
before the Commission. 

To determine the questions that are 
at issue and the authority of the Com- 
mission to deal with them and with 
related questions reference must be 
made not only to the petition and an- 
swer but to the full scope and content 
of the evidence received at the hear- 
ing. 

The petition is filed not only in be- 
half of the three hotels named, but in 
behalf of all hotels holding member- 
ship in the St. Louis Hotel Associa- 
tion. The total membership is thirty- 
three. The caption of the application 
indicates a request for a reduction of 
telephone rates. The body of the ap- 
plication and the demand for relief 
are much broader. The character of 
the hotels named and the service they 
render to guests are described. The 
Jefferson is located in the down-town 
district and is described as a transient 
or commercial hotel having 721 
rooms. The Coronado hotel is locat- 
ed midtown and accommodates nu- 
merous permanent guests, as well as 
transient guests. Its total capacity is 
measured by 553 rooms. The Gates- 
worth hotel is in the western or resi- 
dential section of the city occupied 
mainly by residential guests and with 
little transient business. It has 369 
rooms. They all offer the usual facili- 
ties and conveniences found in and 
about such hotels. 

It is alleged that the Southwestern 
Bell Telephone Company is the only 
utility offering telephone service in 
the city of St. Louis, and is engaged 
in that business in St. Louis and else- 
where in the state; that petitioners are 
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patrons of the telephone company 
which renders all of the telephone 
service used by petitioners and others 
similarly situated ; that the hotels have 
installed telephone equipment connect- 
ed with the lines of the company and 
maintain a private branch exchange 
system, the rental for which and other 
appliances is stated in dollars and 
cents. The character of a private 
branch exchange system maintained in 
each hotel is described as having a 
telephone installed in each guest room 
or suite and in various other places 
throughout the hotels connected for 
communication with switchboards op- 
erated by hotel employees. The op- 
eration thereof by hotel employees and 
various services rendered to the guests 
of hotels is described in detail includ- 
ing all efforts made by hotel employees 
to establish connection with a guest 
when called and to aid guests in pro- 


curing outside connections, and it is 
alleged that in this service the hotels 
have and use an extensive and elabo- 
rate paging and telautograph system; 
that the hotels maintain and render 


extraordinary and unusual special 
service to the telephone company in re- 
spect to telephone service arising out 
of the operation of their private 
branch exchange systems and in con- 
nection therewith. Under present 
practices the telephone company 
charges the hotels 4 cents for each 
local outgoing call originating from 
any hotel telephone instrument not 
connected for flat rate service and the 
company allows the hotel 20 per cent 
of the revenue from all long-distance 
toll charges arising from the hotel 
private branch exchange system ex- 
cept said commission is limited to a 
maximum of 25 cents for any one toll 
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call. It is alleged that the hotels per- 
mit the telephone calls of their patrons 
to be charged to the guests’ account 
and assume the credit risk for such 
charges; that records are kept of in- 
coming and outgoing calls for the con- 
venience and benefit of the guests and 
the preservation of records and for 
the benefit of the telephone company, 
and that the hotels suffer the loss of 
the unpaid telephone bills created by 
guests. The service rendered by hotel 
employees in connection with long-dis- 
tance calls is next described. 

It is further alleged that the afore- 
said and extraordinary service is nec- 
essary to the operation of a first-class 
hotel and is a mutual obligation of the 
telephone company and the hotel to 
render proper and efficient service to 
guests in such hotels ; that such special 
service is a necessary adjunct to the 
business of the telephone company; 
that a charge of 10 cents for local calls 
for guests is reasonable but that the 
division between the telephone com- 
pany and the hotels is inadequate, un- 
fair, unreasonable, and a discrimina- 
tion against the hotels, and that the 
amount allowed the hotels out of rev- 
enue derived from the local calls does 
not meet the actual cost and as a result 
the hotels suffer loss of large sums. 

It is next alleged that the telephone 
company charges hotels higher rates 
for its service in St. Louis than it 
charges similar hotels in other large 
cities of the state. It is also alleged 
that the commission allowed the hotels 
on long-distance calls originating in 
the hotel is unfair, unjust, and unrea- 
sonable and as a result the hotel suf- 
fers a substantial loss in rendering 
service for the benefit of the telephone 
company. 
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It is alleged that the telephone com- 
pany duplicates charges for a single 
service in that it charges for outgoing 
calls from hotels and also charges ren- 
tal upon all of its telephone appliances 
and equipment installed in the hotels 
resulting in an excessive return to the 
telephone company on hotel business 
and in a loss to the hotel. It is as- 
serted that a just and reasonable divi- 
sion of the return for outgoing local 
calls would be 24 cents per call to the 
telephone company and 7} cents per 
call to the hotel, and that a fair divi- 
sion of long-distance calls would be 20 
per cent of the charge to the hotel 
diminating the maximum of 25 cents 
per call; that if the hotels are not 
granted such relief by way of an 
equitable distribution of charges for 
services rendered to guests and the 
telephone company the hotels will con- 
tinue to suffer large losses or be re- 
quired to curtail the extent of such 
service. 

The relief prayed for is the follow- 
ing : 

1. That the Public Service Com- 
mission exercise its power and author- 
ity and make a summary investigation 
and order a hearing. 

2. That it make a classification of 
hotels in respect to and dependent up- 
on the character of the service ren- 
dered as hereinbefore mentioned. 

3. That it fix and determine a rea- 
sonable division between the hotels 
and the telephone company of the 
amount charged guests. 

4. That the Commission fix and de- 
termine a just and reasonable charge 
to be paid to such hotels for handling 
outgoing long-distance messages and 
give directions as to against whom 


such charge shall be made and who 
shall pay the same. 

5. That the Commission inquire in- 
to and make an appropriate order as 
to the extra charge of 15 cents per 
month for hand sets. 

6. Inquire into and make an ap- 
propriate order prohibiting the tele- 
phone company making duplicate 
charges for telephone and switchboard 
equipment installed in hotels. 

The answer of the telephone com- 
pany admits that it is a telephone cor- 
poration and is engaged in rendering 
exchange and toll telephone service 
for hire and operates a telephone ex- 
change in the city of St. Louis, Mis- 
souri. It avers a lack of knowledge 
respecting the allegations of the peti- 
tion in reference to extraordinary and 
unusual services alleged to be ren- 
dered by the hotels, and states that if 
the services detailed therein are being 
rendered by the petitioners such serv- 
ices are rendered to the guests of the 
hotels and not to the telephone com- 
pany. It is further stated that the pe- 
titioners are severally the agents of the 
telephone company under agreements 
duly entered upon and binding upon 
the parties, and that this Commission 
has no jurisdiction to determine, regu- 
late, or change the terms of such agen- 
cy agreements when rates and charges 
made to the public are not thereby 
affected or involved; and it is alleged 
that the several rates charged by the 
telephone company for telephone serv- 
ice furnished petitioners are duly and 
lawfully filed with the Commission as 
a part of the legally established tariff 
of the company and that said rates are 
not unreasonably high and offer no 
reason for the interference by the 
Commission unless said rates and 
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charges are found to be discrimina- 
tory. With the exception of admis- 
sions made in the answer all other al- 
legations of the petition are denied. 
The telephone company prays that the 
Commission shall advise itself fully 
with respect to the rates charged peti- 
tioners and make such order with re- 
spect thereto as may be justified, and 
that the portion of the petition which 
seeks to invoke action by the Commis- 
sion designed to alter or amend exist- 
ing contracts between the company 
and its agents be dismissed for want 
of jurisdiction. 

At the opening of the hearing coun- 
sel for the telephone company request- 
ed consideration of the plea to the ju- 
risdiction prior to the introduction of 
evidence. It was announced by the 
Commissioner in charge that evidence 
would be received, and that the plea 
to the jurisdiction would be taken 
with the case. Following this counsel 
for petitioners made an extended 
statement outlining the position of ap- 
plicants before the Commission and 
the history of a protracted controver- 
sy between hotels and telephone com- 
panies generally over the question of 
adequate payment to hotels for the 
rendition of services claimed to be in 
behalf of the telephone company. It 
was announced that there would be 
brief testimony from representatives 
of the hotels, but that the case would 
be made by Mr. Mendel, who had 
spent several months making a survey 
of the hotels in St. Louis. His service 
had been engaged for the purpose of 
preparing data and presenting evi- 
dence in support of the contentions 
made by the hotels. 

Mr. Mendel testified that his busi- 
ness was that of auditor and manager 
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of the Oklahoma-Arkansas Telephone 
Company at Poteau, Oklahoma, and 
auditor and manager of the East Okla- 
homa Publishing Company owning 
and publishing seven newspapers ; that 
he is not a certified public accountant: 
that at the request of the St. Louis 
Hotel Association he made a survey 
of the telephone situation in various 
hotels in St. Louis, beginning in Jan- 
uary, 1935; that an intensive survey 
was made of the Jefferson, Coronado, 
and Gatesworth hotels ; that they were 
selected because they were representa- 
tive of different classes of hotels, one 
transient, one transient and residen- 
tial, and one major residential. He 
examined the books, papers, bills, and 
accounts of the three hotels in relation 
to hotel charges and commissions and 
received reports from eighteen or 
twenty other hotels which were con- 
sidered by him in reaching conclu- 
sions. The method pursued is de- 
scribed by the witness as follows: 


“We made a three years’ general ac- 
counting analysis of the three hotels 
that we individually surveyed, the 
Gatesworth, Coronado, and Jefferson. 
We took into account for these three 
years all items of telephone revenue 
and telephone department expense as 
reflected by the books of the individ- 
ual hotels. We next made a detailed 
account and analysis of the same three 
hotels for the year 1934. We had 
that in a little more detail for 1934 
than the three years as a whole, al- 
though the same factors entered into 
both. We took into account all the 
equipment used in the communication 
system, telautograph and air chute. 
We took into account all employees 
and department heads that were in- 
volved in handling telephone depart- 
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ment business. We then made a de- 
tailed study of the traffic where the 
work is done by the operators and the 
telephone equipment, and used the 
telephone peg count and studies. 
From this we developed our percent- 
age of time used by the telephone op- 
erators and the equipment for telauto- 
graph and guest use as allocated from 
the calls outside in and inside out. 
We next allocated our expenses on a 
basis of use of the telephone depart- 
ment.” 

It appears in evidence that in 1931 
the American Hotel Association 
caused a survey and a study to be 
made of the telephone situation in 
hotels, and the result was a report on 
telephone survey known and referred 
to in this case as the Romine report. 
The object of the investigation and 
report was to render assistance to 
hotels in certain sections of the coun- 
try in their efforts to obtain what they 
considered just compensation on their 
telephone business. In the prepara- 
tion of the report the compensation in 
mind was for providing outside guest 
telephone service. It was assumed 
that it would first be necessary to 
work out a proper method of cost ac- 
counting for the telephone department 
of hotels and that this system must 
provide for charging the telephone de- 
partment with all its just expenses in- 
cluding value of space, pro rata share 
of general expenses, interest, and de- 
preciation, and for properly appor- 
tioning these expenses between guest 
outside service and hotel management 
service. A method of apportioning 
telephone cost is then set forth. It 
includes among other things wages 
and meals of telephone operators, sta- 
tionery used by them, value of space 


occupied by telephone equipment and 
personnel, proportionate share of gen- 
eral expenses, interest, depreciation, 
etc., on investment by hotel in con- 
duits, wiring, telephone equipment, 
telephone bookholders, etc., and any 
other direct or indirect expenses in- 
curred for the benefit of the telephone 
department. It is claimed that the 
principle of apportioning to telephone 
sales a share of the indirect expenses 
should be established and applied, and 
that cursory tests indicate that the per- 
centage of “general and unappor- 
tioned” expenses to total sales provides 
a fair basis for burdening telephone 
sales with its share of indirect expens- 
es. The conclusion was that an average 
of 11 per cent was properly allocable 
to the telephone business and that it 
might extend to as much as 15 per 
cent. In this report the consideration 
of general expenses, a part of which 
is to be allocated to telephone cost, 
should include hotel advertising, the 
cost of executive offices, manager and 
his office, management expenses in- 
cluding general postage, association 
and club memberships, books and 
magazines, traveling expenses, etc., 
and be allocated to the sales units. In 
considering “general and unappor- 
tioned” expenses to be so allocated it 
is claimed that this should include 
front office bookkeepers, cashiers, gen- 
eral accounting office, credit depart- 
ment, accountant’s and legal fees, pro- 
vision for bad debts, employers’ lia- 
bility insurance, and in apportioning 
indirect expenses that it is logical to 
charge to telephone sales a pro rata 
share of the salaries of the assistant 
managers, room clerks, information 
clerks, machine operators, circuit op- 
erators, in fact all of the front office 
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staff and a share of the value of space 
occupied by them, and a share of the 
wages of bell boys, doormen, elevator 
operators, and the total expenses of 
obtaining a guest and installing him in 
the room. The telephone department 
is thus placed on the basis of a reve- 
nue-producing department and treated 
the same as any other department in 
the hotel. 

The proposed method of allocating 
total telephone cost when once ascer- 
tained according to the principles an- 
nounced, is to apportion it between 
hotel management on the one hand 
and guests’ outside service including 
both incoming and outgoing com- 
munications, and this allocation is 
made on the basis of proportionate 
use of facilities, on the assumption 
that the hotels are required to furnish 
guests with facilities for outside tele- 
phone service. The above description 


of the Romine report is given for the 
reason that the witness testifying for 
applicants based his studies and con- 
clusions mainly upon the formula pro- 


posed by that report. The witness 
testified that he had also considered 
the Cornell University Hotel-Tele- 
phone Survey and that this as well as 
the Romine report indicates that the 
hotels lost money in their telephone 
departments. Witness also stated that 
he had made a study of, and was 
familiar with, a specified decision of 
the Public Service Commission of 
Wisconsin. From his investigations 
and the information acquired from all 
sources named, witness prepared and 
offered in evidence numerous exhibits 
consisting of tabulations of revenue 
and estimated expenses and proposed 
apportionment of expenses between 
hotels and telephone company, and 
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other exhibits showing a comparison 
of telephone rates at St. Louis, Kan- 
sas City, and various cities in the Unit- 
ed States. There were also other nu- 
merous exhibits consisting of draw- 
ings showing a portion of floor plans 
of different hotels and graphs illustra- 
tive of the apportionment of telephone 
costs. 

Exhibit No. 1 is a compilation of 
a mass of figures in nine columns pur- 
porting to be the telephone depart- 
ment revenue and expense statement 
for the year 1934 at the Jefferson 
hotel. It shows a total revenue of 
$51,773.30 derived from local calls 
amounting to $18,229.24, toll calls 
$33,508.70, and subrentals $35.36. 
The cost of this amount of sales is 
tabulated as follows: Local calls sold 
$7,115.48; local calls used $60.80; 
long distance $28,331.48, amounting 
in all to a total of $35,507.76, paid the 
telephone company, leaving an operat- 
ing profit of $16,265.54. These are 
the figures shown by the books. The 
further expenses shown by the books 
consist of equipment rentals, opera- 
tors’ salaries and meals, and refunds 
amounting to $17,829.30. To com- 
plete the expense account the witness 
has added the following items: Print- 
ing, executive salaries, front office sal- 
aries, miscellaneous expense, trade ex- 
pense, advertising, floor space, telauto- 
graph, air chute, depreciation, insur- 
ance, taxes, working capital, and legal 
expense, each item in an amount de- 
termined by the witness based upon 
his studies and conclusions as to the 
proper proportion of such cost charge- 
able to the telephone department. The 
item for executive salary is listed at 
$4,664.22 and all of the items of ex- 
pense combined are shown to be $34,- 
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706.29. Six items of expense are 
jisted as directly chargeable to the 
telephone company. They are lob- 
by—P.B.X.—$310, refunds $152.80, 
front office salaries $2,390.32, telauto- 
graph $115.74, air chute $516.49, 
working capital $893.54. All of the 
other items of expenses are allocated 
in the ratio of one third to the hotel 
and two thirds to the telephone com- 
pany. The result of the allocation 
thus made would show a net telephone 
department profit at the Jefferson 
hotel for the year 1934 in the amount 
of $5,643.91. Without such alloca- 
tion there would appear a loss accord- 
ing to the book account of $1,563.17, 
and without the estimated apportion- 
ment of general expenses which it is 
claimed the telephone company should 
share, there would appear a loss of 
$18,440.75. 

Exhibits Nos. 2 and 3 are of a 
similar character showing the results 
at the Coronado and at the Gatesworth 
and are of similar purport except the 
percentage of expenses for the hotel 
and telephone company are different 
for the Coronado and the Gatesworth, 
the former being chargeable with 
48.5 per cent, with 51.5 per cent to the 
telephone company, and the latter hav- 
ing apportioned to it 30.5 per cent and 
to the telephone company 69.5 per 
cent. There is this further difference 
in the statement prepared for the 
Coronado and the Gatesworth: Bell 
boys’ wages are included as expenses 
and are listed as being directly charge- 
able to the telephone company. Both 
the Coronado and the Gatesworth 
would show a loss in the telephone de- 
partment even though the allocation 
made by the witness be applied. The 
result at the Gatesworth is accounted 
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for in part by reason of the fact that 
it charges guests 5 cents for calls in- 
stead of 10 cents charged at the other 
places. 


The basis of the allocation of ex- 
penses in the case of the Jefferson 
hotel, one third to the hotel and two 
thirds to the telephone company, was 
found by witness as a result of time 
studies and peg counts in which it was 
ascertained that one third of the time 
of the operator was consumed in han- 
dling telephone business for the man- 
agement and inside the hotel, and two 
thirds of the operator’s time was em- 
ployed in handling guest calls out of 
the hotel and guest calls coming into 
the hotel. According to the allocation 
made the result would be a reduction 
of two thirds of the schedule rates for 
all telephone equipment installed in the 
hotel, and the assumption by the tele- 
phone company of two thirds of all 
other estimated telephone expense 
such as that enumerated above. The 
amounts listed as equipment rental are 
the amounts called for according to 
the rates on file with the Commis- 
sion. 

The above is not all of the testi- 
mony of this witness but it indicates 
the substance of it and shows the the- 
ories employed and the principles ap- 
plied for the purpose of demonstrat- 
ing that there is a basis for the de- 
mand of the hotels for a more liberal 
division of charges made to guests 
for telephone service. 

There were other witnesses includ- 
ing the managers of interested hotels, 
but their testimony was confined 
mainly to the fact that the St. Louis 
Hotel Association authorized the sur- 
vey made by witness Mendel and that 
the facts stated in the petition are true. 


15 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


There was also evidence from these 
witnesses that the hotels sustained a 
loss on telephone service on account of 
uncollectible bills and the use of slugs 
in coin boxes. It appears that the 
hotels are required to make good to 
the telephone company any loss sus- 
tained in this respect, and the hotels 
pay the telephone company the pro- 
portionate amount agreed upon be- 
tween them for all guest calls from the 
hotel whether paid for by the guest or 
not. In the course of the evidence 
counsel for the petitioners called atten- 
tion to court and Commission deci- 
sions in Hotel Pfister v. Wisconsin 
Teleph. Co. (Wis. 1931) P.U.R. 


1932B, 8; Re Wisconsin Teleph. Co. 
(Wis. 1932) P.U.R.1933C, 479. An 
analysis of the ruling in these cases 
was attempted by Mendel during his 
testimony. 

Upon cross-examination of witness 


Mendel it was developed that it was 
his idea that the cost of getting a 
hotel guest to the telephone was 
chargeable to the telephone company ; 
that this was the theory of the Romine 
report; that the telephone company 
contends to the contrary and that this 
question is a controlling one in the sit- 
uation. At this juncture the Romine 
report together with a report of the 
hotel committee of the Bell Telephone 
System with comments on the Romine 
report showing the differences exist- 
ing in opinion between the hotels and 
the telephone company were presented 
for the consideration of the Commis- 
sion in connection with the evidence 
in the case. It was further developed 
that witness Mendel in his apportion- 
ment of the so-called telephone ex- 
pense to the telephone company used 
11 per cent of general unapportioned 


hotel expenses together with the time 
studies which he had made. 

Evidence on behalf of the telephone 
company consists mainly of the testi- 
mony and exhibits furnished by Mr. 
M. L. Pearcy, its general commercial 
engineer at St. Louis, and Mr. E, N, 
Widen, general sales manager for the 
telephone company, residing at St. 
Louis. The testimony of Mr. Pearcy 
was first directed to a consideration of 
the responsibility of the telephone 
company for service rendered in es- 
tablishing connection with a_ hotel 
guest when a call reaches the hotel for 
him. Responsibility for such service 
was denied on the ground that the 
telephone company did not hold itself 
out to render such service, that it did 
not have and could not have control 
of such work in the hotel or limit the 
character or cost of such service as 
the hotel might elect to render; that 
the administration of such a scheme 
would be wholly impracticable and un- 
economical for the telephone company 
and if applied would necessarily result 
in an increase in rates; that the tariffs 
on file cover the various characters of 
private branch service and that said 
tariff contains a provision to the effect 
that all operation on the subscriber's 
premises must be done at his expense 
and stipulates the equipment charges 
placed thereon. He further testified 
that hotels have the benefit of prefer- 
ential rates on their P.B.X. service 
over commercial users of said service, 
and indicated such difference in the 
rate of charges as shown by the tariff 
schedules. Some of the differences 
are these: The hotels obtain a wall- 
set station at 60 cents per month, 
while the commercial schedule is 75 
cents per month. The hotels use such 
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service. They are furnished toll 
terminals without charge while com- 
mercial enterprises are charged for 
such toll terminals various prices ac- 
cording to the zone in which they are 
located; that there is a saving to the 
hotels of $3.75 per month or more for 
each toll terminal installed as distin- 
guished from business houses. A toll 
terminal is a line direct from the toll 
board of the telephone company to the 
subscriber’s premises over which toll 
service alone is furnished. There is 
no local exchange board connection. 
The hotels, according to the schedule, 
are not charged for private branch ex- 
change local trunks whereas under the 
commercial measured schedule the 
first trunk is $11 per month allowing 
200 messages, and each additional 
trunk is $2.50 per month with no mes- 
sage allowance, and every message in 
excess of 200 allowance is charged 34 
cents per message. The hotels pay 4 
cents per message, but this is more 
than off-set by the trunk schedule ac- 
cording to a computation made by the 
witness and as applied to the Jefferson 
hotel, which has 52 trunks, results in 
a saving of $680.97 per year as com- 
pared with the commercial schedule 
respecting trunks and messages. The 
Coronado has 32 trunks and the ad- 
vantage to it is $364.33 per year. The 
Gatesworth has 18 trunks and its ad- 
vantage is a saving over commercial 
users of $254.89 per year. The hotels 
also enjoy the privilege of both flat 
rate service and measured rate service 
on the same premises which is not oth- 
erwise or elsewhere accorded. When 
such mixed service is used the hotels 
avail themselves of the opportunity of 
using the flat rate individual line for 
outgoing messages instead of placing 
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them over the P.B.X. trunks at 4 cents 
per message and the extent of such 
use was ascertained by actual count 
and the result stated. In the case of 
the Jefferson hotel which has four flat 
rate individual telephones it was 
found that the average messages per 
month was 4,337. It was estimated 
that as a result of the privileges ac- 
corded hotels, the Jefferson effected a 
saving of $1,409.76 per year, and the 
Coronado $1,293.12 per year. An 
additional advantage to the hotels over 
other business houses is that they are 
allowed a commission on toll calls 
placed by the management of the hotel 
whereas such is not the case with oth- 
er commercial enterprises. This prac- 
tice is not contemplated under the 
hotels’ private branch exchange classi- 
fication, but the hotels have the oppor- 
tunity to, and do avail themselves of 
the opportunity, of placing hotel man- 
agement toll calls through the hotel 
P.B.X., and from a study in the year 
1929 it was ascertained that the Jef- 
ferson hotel had so placed manage- 
ment toll calls amounting to $800. On 
such calls the hotels receive their 
agreed commission and thereby obtain 
a lower rate for long-distance calls 
than other subscribers and lower than 
the published tariff. An exhibit en- 
titled “Comparison of Hotel Rate 
Charges with Charges for Commer- 
cial P.B.X.,” was offered and received 
in evidence. 

In reference to the subject of dis- 
crimination between hotels in St. 
Louis applicants offered some evi- 
dence in the nature of a letter written 
by an employee of the telephone com- 
pany indicating that the Chase hotel 
received a commission of 25 per cent 
on tolls. Mr. Pearcy testified that that 
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statement was not correct, and is not 
now correct; that commissions paid 
hotels are uniform and that the state- 
ment in the letter referred to was an 
error. There was also some reference to 
the fact that the Statler hotel was re- 
ceiving some preferential considera- 
tion by service over direct lines. The 
witness for the telephone company 
stated that the Statler hotel paid the 
established price for the service it ob- 
tained, and that the same service was 
available to all other hotels on the 
same terms. In reference to the varia- 
tion in rates in different cities on 
equipment and service this witness 
testified that a comparison is mean- 
ingless without consideration of the 
conditions under which the service is 
furnished, and the different elements 
which enter into the rate; that no in- 
telligent conclusion could be reached 
without taking into consideration all 


of the elements influencing the charge 


for the hotel P.B.X. service. Wit- 
ness prepared an exhibit which was 
offered in evidence showing the re- 
sult of his examination of the sched- 
ules in 16 of the largest cities in 
the country, showing the various 
rates and regulations affecting service 
from which he concluded that consid- 
ering all of the elements that enter in- 
to the hotel private branch rate sched- 
ules, including the commission on toll, 
that the hotels in St. Louis are in a 
favorable position and relatively ap- 
pear to be paying less than the average 
hotel in the other cities. In 8 of said 
cities no toll commission is allowed, 
and in only 2 a commission as high as 
that allowed in St. Louis. Two oth- 
ers allow the same commission. In 
Milwaukee the schedule provides a 
payment of 10 per cent with a maxi- 
15 P.U.R.(N.S.) 


mum of 10 cents on tolls. It was stat- 
ed in effect that a uniformity of rates 
cannot be expected, and that this is 
recognized in the Romine report 
wherein it is stated : 

“Neither was any attempt made to 
standardize rates for it is believed that 
uniform telephone rates cannot be ex- 
pected any more than uniform elec- 
tric, gas, water, and tax rates.” 

The Kansas City and St. Louis 
schedules of rates are compared, and 
the different items of charge for 
equipment, service, and commissions 
allowed hotels are stated. In some in- 
stances the charge is lower in Kansas 
City than in St. Louis. The commis- 
sion allowed hotels on toll in Kansas 
City is 10 per cent on any message 
while in St. Louis it is 20 per cent 
not to exceed 25 cents on any message. 
In Kansas City the hotel company is 
required to install, own, and maintain 
the inside wiring and house cables 
while in St. Louis the telephone com- 
pany does that. The conclusion of 
the witness was that “All in all | 
would say that Kansas City schedule 
is somewhat lower than the St. Louis 
schedule, although not a great deal, 
but in that connection it must be re- 
membered that Kansas City is ap- 
proximately one half as large as St. 
Louis.” He also testified that every 
other exchange rate in Kansas City is 
lower than in St. Louis and that cer- 
tain contractual relations were as- 
sumed by the company at Kansas City 
when it acquired that exchange in 
1926. 

Mr. Pearcy prepared and offered 
exhibits showing adjustments that he 
would make in the exhibits tendered 
by Mr. Mendel in behalf of the hotels 
showing the allocations of cost of tele- 
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phone service to the company and to 
the hotels. The principal point of dif- 
ference in the computations shown in 
the exhibits arise out of a difference 
in theory. Mr. Mendel assigned to 
the telephone company the obligation 
of getting the guest to the telephone 
on incoming calls and Mr. Pearcy as- 
signed that cost to hotel expense. His 
adjustments also included a different 
allocation of cost of executive salary 
account, miscellaneous expenses, trade 
expenses and advertising, floor space 
rentals, working capital, and legal ex- 
pense, and arrived at a percentage dis- 
tribution of cost which should be made 
according to his computations in the 
three hotels as follows: At the Jef- 
ferson, hotel expense 78.97 per cent as 
against 334 per cent according to the 
Mendel exhibit, and for the Coronado 
83 per cent as compared to 48.5 per 
cent in the Mendel exhibit, and for the 
Gatesworth 72.02 per cent as against 
30.5 per cent as shown in the Mendel 
exhibit. The result of the difference 
in allocation of cost is to convert a 
loss of more than $7,000 for the Jef- 
ferson hotel as shown by the Mendel 
exhibit to a profit of more than $8,000 
as shown on the exhibit of this wit- 
ness, and in the case of the Coronado 
the Mendel exhibit estimated loss of 
more than $6,500 is converted to a 
profit of more than $2,600, and in the 
case of the Gatesworth hotel an al- 
leged loss of more than $3,600 is re- 
duced to a loss of $1,071, and in that 
case it is claimed that if the Gates- 
worth kept all of the revenue from 
exchange calls that it would still sus- 
tain a loss. 


Upon cross-examination of this 
witness reference was made to the 
method by which the hotels obtain 


telephone service and it was shown 
that an application card requesting 
service was required to be signed. 
Reference was also made to the “con- 
tract” existing between hotels and the 
telephone company. There was no 
signed contract. The contract re- 
ferred to is an oral agreement between 
the telephone company and the hotels 
providing for the payment of commis- 
sion on toll revenue and for a division 
of the revenue on local calls made by 
guests, the terms of which are the 
same as that stated in the petition and 
further shown in evidence to be that 
the telephone company demands and 
receives from the hotel 4 cents for 
each outgoing guest message and the 
hotel retains the excess of the charge 
to the guest, and the telephone com- 
pany pays the hotel a commission of 
28 per cent upon toll calls with a maxi- 
mum of 25 cents for any one call. 

A sample of an application card for 
service from the telephone company 
was presented in evidence. It states 
that applicant makes request for the 
service and equipment shown on the 
card and for such additional service 
or equipment as may be ordered later 
and agrees to pay established rates for 
all such service and equipment. It 
also provides: “In making this appli- 
cation the undersigned agrees to the 
rules and regulations of the telephone 
company as set forth in the exchange 
tariff and to any general change or 
changes in the rules, regulations, 
tariffs, or rates for the service fur- 
nished under this application. This 
application becomes a contract when 
signed by the manager or higher offi- 
cial, or upon the establishment of 
service.” It appears that the private 
agreement for commission and fees to 
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the hotel is coincident with the appli- 
cation of service, and it is indicated by 
the testimony of this witness that un- 
less the hotel would accede to the 
terms of said private agreement that 
it would probably not receive service ; 
that such an agreement for the divi- 
sion of fees on terms fixed by the tele- 
phone company is practically a condi- 
tion precedent. It was further elicited 
from this witness that he recognized a 
basis of classification of hotels on the 
character of telephone service ren- 
dered, and that such classification was 
in fact made as shown by the tariff 
schedules. 

Mr. E. N. Widen is a graduate en- 
gineer and sales manager for the tele- 
phone company, and formerly oc- 
cupied the position of general com- 
mercial manager for the same com- 
pany for a number of years. He tes- 
tified that it was his function to deter- 
mine the cost of telephone service and 
the cost of particular branches or 
kinds of service in so far as it could 
be done; that he had made a study and 
analysis of the cost of private branch 
exchange service furnished to hotels 
in St. Louis and had found that it was 
not profitable to the telephone com- 
pany. He made a study of the condi- 
tions at the Jefferson hotel and the 
cost to the company of furnishing tele- 
phone service there, and made a valua- 
tion of telephone-owned property in 
the hotel. For the purpose of his esti- 
mate telephone service was divided 
into two classes; first, that rendered 
on the premises, and second, the serv- 
ice to accommodate incoming and out- 
going messages. For the purpose of 
his computation he showed the origi- 
nal cost to the telephone company of 
all its property in the hotel and esti- 


15 P.U.R.(N.S.) 


mated the reproduction cost new less 
depreciation and this was used as the 
basis of the computation to determine 
the amount of the return for service 
rendered over it. He valued only the 
physical property and took no account 
of working capital or going value. 
He prepared and introduced an exhib- 
it, a document entitled “Cost Study 
on Private Branch Exchange System, 
Jefferson Hotel.’’ This exhibit shows 
the estimated value of telephone prop- 
erty and the annual operating costs ap- 
portioned thereto including taxes of 
all kinds, revenue accounting, office 
administration, general expenses, de- 
preciation, maintenance, and licensee 
payments. Taking into account the 
annual revenue from rentals paid by 
the hotel the result is a return of 5.35 
per cent. In such estimate the general 
expense was based on the ratio of total 
general expenses to the investment, 
that ratio being about 1.3. Deprecia- 
tion was the actual depreciation rate 
set up on that kind of property. 
Maintenance expenses were ascer- 
tained from the books. Witness tes- 
tified that a similar computation cov- 
ering the same kind of installation at 
the Coronado would show approxi- 
mately the same earning capacity and 
that the result at the Jefferson was a 
typical case. Witness then made a 
separate study of the revenue derived 
from a 4-cent charge for outgoing 
hotel messages of a local nature. Aft- 
er apportioning cost it was ascertained 
that there would be 1.57 cents to pay 
for maintenance, depreciation, man- 
agement, and return on all the proper- 
ty in the outside distributing plant in 
St. Louis that is used in connection 
with handling such messages. A con- 
sideration of tolls was excluded be- 
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cause none of the revenue from that 
source could apply to any part of the 
equipment considered up to the toll 
board. 

He was cross-examined to a consid- 
erable extent in reference to his meth- 
ods of computation and items taken 
into account in arriving at the conclu- 
sions stated. Counsel for petitioners 
then stated that he was not in a posi- 
tion to dispute any of the figures in 
charges made or the theories underly- 
ing the charges, and that he would 
like the privilege of checking the fig- 
ures and ask additional questions. It 
was finally agreed by counsel that a 
list of interrogatories would be sub- 
mitted to the telephone company to be 
answered under affidavit and such in- 
terrogatories and answers submitted 
to the Commission as a part of the 
case, and with this understanding the 
case was submitted. 

Numerous interrogatories were pre- 
sented to and answered by Mr. Pearcy 
and Mr. Widen for the telephone com- 
pany. These interrogatories and an- 
swers were filed in the case. The 
questions answered by Mr. Pearcy 
were accompanied by a written narra- 
tive and a summary of a part of his 
oral testimony before the Commission, 
which upon objection of petitioners 
will be excluded from consideration. 
The interrogatories and answers show 
a further exemplification of the atti- 
tude of the different parties in respect 
to various subjects already covered in 
the evidence and for the purpose of 
this case we deem any further detail 
of the proof to be unnecessary. It 
was agreed that the schedules of the 
telephone company on file with the 
Commission may be considered in so 
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far as relevant and material to any 
issue in the case. 

The schedule for private branch ex- 
change service begins with a statement 
of several general regulations, one of 
which is the following: “All operat- 
ing at customers’ premises is per- 
formed at the expense of the customer 
and must conform to whatever rules 
and regulations the company may con- 
sider necessary to maintain a proper 
standard of service.” The rates for 
equipment are listed for different 
kinds of systems. Hotels and apart- 
ment houses are given a separate clas- 
sification under the heading: ‘Hotel 
Private Branch Exchange Service.” 
Equipment rentals and message rates 
are set forth and it is provided that 
the telephone company will install and 
maintain all equipment, house cable, 
and wiring used in furnishing tele- 
phone service to a hotel. The tele- 


phone company will install public tele- 


phones in the lobbies or corridors of 
a hotel when in its opinion the loca- 
tion is accessible and convenient for 
use by the transient public. Toll mes- 
sage shall be charged to the patrons of 
the hotel at established toll rates. The 
hotel will act as agent for the tele- 
phone company. In reference to the 
message charge to hotel guests the 
schedule contains the following: 
“The local message charge to patrons 
of the hotel will be 5 cents; however, 
a 10-cent charge may be made where 
the switchboard is constantly attend- 
ed and personal service is rendered.” 
Public telephones are installed at va- 
rious places acceptable to the company 
for furnishing service to the general 
public, and are considered supplemen- 
tal to other telephone service sub- 
scribed for by the occupant of the 
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premises. Local messages are charged 
to the public at 5 cents for every 5- 
minute conversation or fractional part 
thereof and toll messages at the estab- 
lished toll rates. 

[1,2] The first question for consid- 
eration is the jurisdiction of this Com- 
mission and its authority to deal with 
all controverted and related issues in- 
volved in the case. The division of 
revenue arising from telephone serv- 
ice at hotels between the telephone 
company and the hotels has been set 
out. The hotels are seeking relief 
from what they consider excessive 
charges by way of obtaining a larger 
percentage of such revenue and are 
asking this Commission to fix and 
determine a just and reasonable divi- 
sion between the hotels and the tele- 
phone company of the amount charged 
guests. In respect to this feature of 


the case the telephone company in-. 


sists that this Commission is wholly 
without jurisdiction ; that the relation- 
ship between the telephone company 
and the hotels is fixed by private con- 
tract which the parties are authorized 
to make and that this Commission has 
no power to remake their contract; 
that the hotels are agents of the tele- 
phone company in respect to the ren- 
dition of the service which the tele- 
phone company is obligated to render ; 
that compensation allowed the hotels 
is in the nature of wages and rent, the 
amount of which the telephone com- 
pany may determine in its judgment; 
and that this Commission has no au- 
thority to interfere. It is admitted, 
however, that the Commission does 
have jurisdiction to regulate rates 
paid by hotels for hotel telephone serv- 
ice and jurisdiction to fix rates 
charged by the telephone company for 
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outgoing messages from hotel guests, 
and that both of these classes of rates 
are filed as shown by the tariff sched- 
ules. Counsel for the hotels insist that 
such jurisdiction does exist and 
should be exercised and rely particu- 
larly upon the ruling of the Wiscon- 
sin Commission in the case of 
Re Wisconsin Teleph. Co. (1932) 
P.U.R.1933C, 479, in which case the 
Commission took jurisdiction and ap- 
portioned the revenue derived from 
telephone service furnished through a 
hotel and provided in its order in that 
case that the telephone company 
should receive 24 cents on each local 
message and the balance be retained 
by the hotel. An optional charge of 
5 or 10 cents was permitted and the 
telephone company was required to 
pay the hotel 10 per cent of the tele- 
phone company’s revenues from toll 
messages from the hotel switchboard 
with a maximum of 10 cents on any 
one message. The order was tenta- 
tive and dependent upon the result of 
a statewide investigation. It was the 
conclusion of the Wisconsin Commis- 
sion that under the law of that state it 
was obligated to determine reasonable 
rates for hotel telephone service and 
that such determination would be 
meaningless and futile unless at the 
same time the Commission has au- 
thority to determine the division of 
the message rate. The context of the 
report shows that the Commission was 
led to this conclusion mainly by con- 
sideration of the fact that it was es- 
sential to take into consideration the 
amount that the telephone company 
paid the hotel in order to determine 
the rate actually paid by the hotel for 
telephone service. Otherwise the net 
rate paid by the hotel would be funda- 
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mentally a matter of contract and not 
subject to control of the Commission. 
We think this is sound reason and af- 
fords a firm basis for the assertion of 
jurisdiction over all contracts which 
in effect vary the scheduled rates and 
affect the ultimate charge to be paid 
by a subscriber for telephone service. 
The jurisdiction of the Commission 
over rates is conceded and of course 
that includes supervision and control 
of the schedules on file. Our statute, 
§ 5209, Rev. Stats. Mo. 1929, provides 
that such schedule shall “state sepa- 
rately all charges and all privileges or 
facilities granted or allowed and any 
rules or regulations or forms of con- 
tract which may in anywise change, 
affect, or determine any or the aggre- 
gate of the rates, rentals, or charges 
for the service rendered.” It is also 
expressly provided in the same section 
that the Commission shall have the 
power to prescribe the form of every 
such schedule and may from time to 
time prescribe, by order, changes in 
the form thereof. There can be no 
question in reference to the authority 
of this Commission to determine just 
and reasonable rates, charges, and ren- 
tals as a maximum for telephone serv- 
ice. Section 5214, Rev. Stats. Mo. 
1929, 


We are not prepared to follow all 
of the views expressed in the Wiscon- 
sin case which were no doubt induced 
by specific provisions of the Wiscon- 
sin law not contained in the Missouri 
law and by the facts and circumstances 
which are widely at variance with the 


facts in this case. In Wisconsin it 
had become the regular practice to 
specify the division of the message 
rate in all cases, establishing and au- 
thorizing hotel telephone rates. Such 
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practice has never been indulged in 
this state and we find no express pro- 
vision for it in our law except that it 
might be reached through control of 
the schedules and contracts affecting 
the aggregate of rates for service ren- 
dered. 

When a telephone company employs 
a hotel keeper to assist it in the ren- 
dition of telephone service to guests in 
the hotel, and the compensation of 
such employee is based on a percent- 
age of revenue, the schedule of rates 
and charges to the hotel and for guests 
in the hotel should plainly specify the 
division that is proposed to be made. 
Otherwise there is no possible way to 
determine the rates and charges ac- 
tually paid by hotels and the way is 
open for discrimination and rebates. 
We, therefore, retain jurisdiction of 
this feature of the case and of all 
contracts for division of charges for 
the purpose of determining the proper 
form of schedule that should be filed 
and the provisions it should contain. 

The petitioners are clearly within 
their right to request an investigation 
and a reduction of rentals and charges 
and obtain relief by way of reduction 
when the evidence justifies it. While 
there is some complaint about equip- 
ment rental being excessive and out 
of proportion to the value of the prop- 
erty used there is no evidence that the 
telephone company is receiving an ex- 
cessive return. The amount paid by 
the hotels is for telephone service fur- 
nished and not merely for the use of 
equipment that is supplied. 

[3] We are specifically requested to 
fix and determine a reasonable divi- 
sion between the hotels and the tele- 
phone company of the amount 
charged guests and in this manner 
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indirectly reduce the cost of telephone 
service to the hotels. It is our view 
that the question of rates should be 
approached directly and in the usual 
manner by a consideration of evidence 
covering all factors determining rates 
and not by an indirect method of fix- 
ing the terms of some collateral ar- 
rangement or agreement incident to 
service such as the terms of an em- 
ployment contract. 

[4] We cannot lawfully order a re- 
duction of rates upon the evidence in 
this case. The evidence is confined 
mainly to theoretical estimates of 
what would be an equitable distribu- 
tion between the hotels and the tele- 
phone company of revenue obtained 
from hotel guests. The charge to the 
guest is assumed by both sides to be 
reasonably fixed at 10 cents and the 
interest of the guest-user of telephone 
service receives no consideration. Ho- 


tel guests renting room supplied with 
a telephone are invited to use that 
service and are entitled to receive it at 


a reasonable charge. The schedule of 
rates erroneously provides for an op- 
tional rate of either 5 or 10 cents for 
a guest call. The option is exercised 
by the hotel installing telephone equip- 
ment. Some charge 5 cents and some 
charge 10 cents. Here is an actual 
case of discrimination shown in prac- 
tice and allowed under the present 
form of the schedule. This situation 
should not exist but the charge to 
hotel guests, being supplied the facili- 
ties for telephone use through a pri- 
vate branch exchange system, should 
all receive uniform rates and the 
schedule should ,so provide. 

[5] The evidence presented by peti- 
tioners is neither persuasive nor con- 
vincing that the hotels are paying ex- 


cessive charges for telephone service, 
We do not accept the principle of ap- 
portioning to telephone sales a share 
of all indirect hotel expenses. The 
fallacy underlying this principle is 
that of treating the “telephone depart- 
ment” as a revenue-producing depart- 
ment of the hotel. The hotels are not 
in the telephone business. They are 
not telephone corporations and have 
no right to sell telephone service either 
at a loss or at a profit. Whether the 
telephone service purchased by the ho- 
tel is profitable to it, or worth buying, 
is a question wholly beside the issues 
in this case. Further, the theories of 
allocation and apportionment of ex- 
penses made by the witness for the 
petitioners is extreme and without 
justification. Why the _ telephone 
company should bear a portion of the 
expenses of the management of a hotel 
including salary of employees from 
the executive to the bell boy and the 
doormen is beyond our conception. 
The thesis of the Romine report and 
the testimony of the witness proceeds 
on the assumption that the hotels are 
required as a matter of necessity to 
provide the telephone facilities in- 
stalled in their houses, and that it is a 
mutual obligation of the telephone 
company and the hotels to provide 
telephone facilities for guests. This 
assumption is wrong. Hotels deter- 
mine for themselves, as any other sub- 
scriber does, the amount of telephone 
facilities and telephone service to be 
made available in their establishments. 
After the facilities are installed the 
hotel likewise determines who its em- 
ployees shall be, the amount of their 
wages, and the kind and extent of 
service which they extend to guests 
in connection with telephone accom- 
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modations. The telephone company 
has no control over such matters. 
The hotel may add any extra accom- 
modation it chooses above the stand- 
ard service furnished by the telephone 
company but it cannot legally super- 
impose the cost of such extra accom- 
modation upon the cost of telephone 
‘service and the telephone company 
should not be required or permitted 
to pay such added cost. The cost in- 
curred in the rendition of extraordi- 
nary service to a guest is hotel cost 
and is in no sense telephone cost. 

If a hotel determines to install pri- 
vate branch exchange service and pro- 
vides a telephone in each hotel room 
for the use of guests under the present 
form of the schedule there is then es- 
tablished two different forms of tele- 
phone service, one to the hotel and one 
to the guests who may avail them- 
selves of the service at the schedule 
rate for guest calls. As a practical 
matter it becomes necessary that the 
telephone company be represented up- 
on the premises of the hotel and per- 
form its part of the contemplated 
service to hotel patrons. What this 
service should include as strictly tele- 
phone service is a stoutly controverted 
question in the case. The hotels con- 
tend that the telephone company 
should bear its proportionate part of 
the cost of incoming as well as the out- 
going guest calls. The telephone com- 
pany contends that its obligation to a 
guest should be limited to its propor- 
tionate part of the service over out- 
going calls and when it has once de- 
livered an incoming message to the 
hotel switchboard that its obligation 
in respect to that call is at an end, and 
that it is the duty of the hotel to de- 
liver the message to the guest from 
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its switchboard or any other facility 
the hotel chooses to use. 

In a consideration of these con- 
tentions, which mark a wide differ- 
ence between the views of the respec- 
tive parties, we should give attention 
to the relationship created and exist- 
ing between the telephone company 
and the hotels and also the relation- 
ship between the telephone company 
and the hotels on the one hand and a 
guest-user of telephone service on the 
other hand. The telephone company 
calls upon us to define the relationship 
existing between it and the hotels 
under existing arrangements. It ap- 
pears to us that in defining such rela- 
tionship and the obligation of the par- 
ties that we must also include a con- 
sideration of the relationship which is 
created between the telephone com- 
pany and a transient user, who may 
occupy a hotel room equipped with a 
telephone. Under the present sched- 
ule, and in pursuance of the prevailing 
practice, the telephone company un- 
dertakes not only to furnish and sell 
telephone service to the hotels but it 
also undertakes to sell telephone serv- 
ice to a hotel guest at a specified 
charge. The hotels undertake to pro- 
vide telephone facilities by the use of 
which a guest may have intra-hotel 
communication and outside communi- 
cation if he so desires. Such facilities 
are installed for a dual purpose, one 
to serve the needs of the hotel for its 
own purpose and for guest use and 
the other is to have available means by 
which the telephone company may 
furnish and sell telephone service to 
a hotel guest. Under the existing ar- 
rangement there is no way for a guest 
to reach the telephone company or for 
the telephone company to reach the 
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guest except through the agency of the 
hotel. This agency is created and ac- 
cepted either by express or implied 
contract when the hotel and the tele- 
phone company agree to install tele- 
phone equipment for guest uses. In 
respect to this relationship the hotel 
occupies the position of a special agent 
whose function is to assist the tele- 
phone company in the performance of 
its duty to a hotel guest who, for the 
time of his occupancy in a hotel room, 
becomes a temporary subscriber upon 
the terms indicated in the schedule. 
By such arrangement it is clearly con- 
templated that the telephone company 
shall furnish such ordinary telephone 
service as a guest might require. 
Such service cannot be rendered by 
the telephone company for incoming 
calls merely by sending the call to the 
hotel exchange, but the call should be 
transmitted to the guest’s room by 
ringing his telephone if such facilities 
are made available; and we think that 
this would be the limit of the obliga- 
tion of the telephone company. Such 
obligation would not include. any 
extraordinary or unusual service such 
as efforts to locate a guest who may 
not be in his room by paging or by use 
of messengers or the telautograph. 
The telephone company concedes that 
it is its duty to bear a portion of the 
expenses of connecting outgoing calls 
from a guest room to its local ex- 
change. 

We are unable to say from the evi- 
dence in this case what reasonable 
compensaticn would be to the hotel 
for the service which it renders to the 
telephone company in the discharge of 
the duties belonging to the telephone 
company, but we are convinced from 
the evidence in the case that the hotels 
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are receiving an excessive compensa- 
tion under the 10-cent rate, and in fact 
are receiving compensation for sery- 
ices to guest which are not telephone 
service but which should be classified 
as hotel service and compensated for 
by the guest in his room rent. 

If the hotels are paying excessive 
rates they are, of course, entitled to 
relief, but as we see this case that 
question can be determined only upon 
a consideration of the total cost to the 
telephone company for the mainte- 
nance and use of all facilities em- 
ployed in rendering service to the ho- 
tels, and this would involve a valua- 
tion proceeding including a proper 
audit of revenues and expenses of the 
St. Louis exchange. Further, the 
telephone company offered proof tend- 
ing to show the revenue derived from 
hotel telephone service would not 
yield a full compensatory return. 
There was no evidence to the contrary. 
Under this situation we are prohibited 
from ordering a reduction of rates to 
the hotels. This question must abide 
the result of a more comprehensive in- 
vestigation. 

[6] The hotels complain of losses 
incurred on account of unpaid guest 
bills for telephone service. Under the 
present arrangement the hotels guar- 
antee the payment of guest bills. It 
appears to be a condition attached to 
their status as special agents for the 
telephone company. The authority 
of a special agent may reasonably be 
qualified and limited to the extent that 
if credit is accorded by the agent that 
the agent shall guarantee the payment 
of the bill. Owing to the special and 
peculiar relationship existing between 
the telephone company and the hotel 
whereby it is proposed to make avail- 
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able telephone service to a hotel guest 
and where the telephone service is ren- 
dered through the agency of the hotel 
it does not appear unreasonable that 
if the hotel sees fit to extend credit to 
its guest for telephone service that it 
be held as guarantor for the payment 
of the bill. The hotel cannot select its 
guests but it can control the amount 
of credit extended to a guest. This 
appears to be the only practical meth- 
od to follow. We think that the 
schedule should also show this addi- 
tional obligation placed upon the spe- 
cial agent as well as the other terms 
and conditions of the agency contract. 

[7] There is a request for a classi- 
fication of hotels in respect to and 
dependent upon the character of tele- 
phone service rendered. We find 
from the evidence and according to 
the schedule providing for private 
branch exchange service that hotels 
maintaining such service are in fact 
classified on that basis and enjoy 
privileges and lower rates than com- 
mercial subscribers for private branch 
exchange service. We do not feel 
justified in making any other or fur- 
ther classification but are of opinion 
that all hotels maintaining private 
branch exchange service with tele- 
phone facilities available in rooms 
should all enjoy uniform rates, and 
that rates to guests in such hotels 
should likewise be uniform. 

We decline to fix and determine 
the amount to be paid hotels for 
handling outgoing long-distance ex- 
changes for the same reasons that we 
decline to fix a division of guest call 
charges of a local nature. 

On the question of charges for 
hand sets, raised in the petition, there 
was no evidence, and subsequent to 
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the hearing of this case the tele 
phone company has removed said 
charge for a subscriber who has used 
such appliance for a period of two 
years. 

[8] There is further complaint that 
the telephone company is making dup- 
licate charges for telephone service 
rendered the hotels by reason of the 
fact that it charges rental on its ap- 
pliances and at the same time demands 
and receives 4 cents for every outgo- 
ing guest call going through the hotel 
exchange. Such charges are not 
strictly duplicate charges. They are 
charges for different classes of service 
rendered by use of the same appli- 
ances. 

[9] The issues raised by the peti- 
tion and the main questions discussed 
by counsel in their briefs have received 
attention. There is another question 
which we think is directly involved in 
the reformation of the schedule which 
we have in mind, and that is the rate 
charged guests in hotels for local calls. 
There is a permissible discrimination 
under the present form of the sched- 
ule, and in actual practice, which 
should be removed. The charge for 
guest telephone service should not de- 
pend upon the will of his host. There 
should be no optional charge in the 
tariff schedule permitting a variance 
in the rate for identical service. 
What the charge should be for a local 
guest call is a somewhat complicated 
question. The telephone company is 
willing to render its portion of the 
service for 4cents. We see no justifi- 
cation for the hotel charging an addi- 
tional 6 cents. It is apparent to us 
that this practice has been indulged 
upon the insistence of the hotels that 
they render extraordinary telephone 
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service to guests which should be ren- 
dered at the cost of the telephone com- 
pany, and for which the hotel should 
receive that amount of compensation. 
As indicated before it is our opinion 
that a large portion of so-called tele- 
phone service for which the hotels de- 
mand compensation is not in fact tele- 
phone service proper but is hotel serv- 
ice, and the hotel should receive its 
compensation from room rent. It has 
no right to resell telephone service 
and in our view there is no resale of 
telephone service furnished to a guest. 
There is only one sale—a sale by the 
telephone company—and only one 
transaction, and not a chain of trans- 
actions as apparently recognized in 
the Wisconsin case. 

[10-12] The parties to the case 
take the position that the 10-cent rate 
for a guest call is not in issue and 
counsel for the hotels strenuously in- 


sist that this Commission has no right 
to alter or change that rate in this pro- 
ceeding. We hold a different view. 
The evidence is broad enough to in- 


clude it. The nature and character of 
telephone service rendered to a hotel 
guest and evidence of the cost of that 
service and the tariff schedules are all 
included in the record. Considering 
all of the evidence we have reached 
the conclusion that the rate to a hotel 
guest for a local call should not exceed 
the rate for public telephone service 
and the schedules should be reformed 
in that respect. Public telephones are 
installed in the lobbies of hotels, some 
connected with the hotel switchboard 
and others afford direct connection 
with the telephone company. These 
facilities are available not only for 
guest use but for the public generally. 
If a person enters the hotel lobby and 
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desires telephone service he may have 
his choice of establishing direct con- 
nection himself in a booth connected 
with a switchboard of the telephone 
company or he may utilize another 
booth connected with the switchboard 
of the hotel and use accommodations 
afforded by hotel employees by way 
of obtaining money change, informa- 
tion, and various other services. In 
the latter case we see justification for 
an increased charge and do not look 
upon the charge of 10 cents for such 
service as unreasonable. The tariff 
schedules of the telephone company 
will be ordered changed and reformed 
and the case disposed of as above in- 
dicated. 

Wherefore, after due consideration 
it is, 

Ordered: 1. That the Southwest- 
ern Bell Telephone Company be and 
it is hereby ordered and directed to re- 
form, modify, and file with this Com- 
mission its schedule providing for 
“Hotel Private Branch Exchange 
Service” including local message 
charge to patrons of hotels in the city 
of St. Louis, and that said schedule so 
reformed shall show a_ uniform 
amount to be paid to hotel proprietors 
for aid in rendering telephone service 
to guests and the terms of any agency 
contract or arrangement for such aid; 
that the local message charge to 
patrons of a hotel shall be uniform 
and not more than 5 cents where the 
switchboard of the hotel is attended 
and personal service is rendered ; that 
there shall be no optional charge. The 
telephone company may amend its 
schedule if it so elects to charge a rate 
of not more than 10 cents for an out- 
side telephone call from a booth in 
the lobby of a hotel or from a tele- 
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phone outside of guest rooms connect- 
ed with the hotel switchboard; that 
the schedule so reformed shall be filed 
on or before October 1, 1936, and 
shall be effective for the St. Louis ex- 
change October 15, 1936, and there- 
after. 

Ordered: 2. That the complaint 
made herein of excessive rates to ho- 
tels and for increased compensation 
for the rendition of service to the tele- 
phone company be and is hereby dis- 
missed without prejudice to said com- 
plainants in any further rate proceed- 
ing. 


Ordered: 3. That the motion for 


a rehearing filed by petitioners and the 
motion of the telephone company to 
modify and clarify the preceding re- 
port be and the same are hereby over- 
ruled. 

Ordered: 4. That this order shall 
be in effect ten days from the date 
thereof and that the secretary of this 
Commission shall forthwith serve cer- 
tified copies of this report and order 
upon all interested parties and that 
said parties shall notify the Commis- 
sion before the effective date of the 
order as provided by law whether the 
terms of this order are accepted and 
will be obeyed. 
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Commissions, § 58 — Regulatory expenses — Charges against utilities — Statu- 


tory restrictions. 


A statute authorizing the Commission to charge against an investigated 
utility the expenses of investigation, but limiting such assessment to a 
percentage of gross revenues from intrastate operations during the calendar 
year preceding the year in which the charge is made, is to be construed 
as requiring the basis to be the gross revenue for the calendar year pre- 
ceding the date of charging by the Commission rather than the calendar 
year preceding the date of billing to the utility by the Commission. 


(Buss, J., concurs in separate opinion.) 
[June 25, 1936.] 
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Argued before Hill, P. J., and Mc- 
Namee, Crapser, Bliss, and Heffernan, 


JJ. 


APPEARANCES: Wood, Wood & 
Wood, of Gloversville (Edward S. 
Wood, of Gloversville, of counsel), 
for petitioner; Charles G. Blakeslee 
and Sherman C. Ward, both of Al- 
bany (John J. Donohue, of Albany, 
of counsel), for Public Service Com- 
mission. 


Hitz, P. J.: Under certiorari we 
are reviewing two orders of the 
Public Service Commission dated 
October 29, 1935, purporting to 
be in compliance with § 18—a of the 
Public Service Law. One determined 
that the amount to be paid by the peti- 
tioner to the Public Service Commis- 
sion for its expenses incurred in con- 
nection with an “investigation and/or 
valuation” of petitioner’s rates and 
property for the period August 27, to 
December 31, 1934, was $2,862.54. 
The other was like the first in all par- 
ticulars, except that it covered the pe- 
riod from January 1, to June 30, 1935, 
and fixed the amount at $3,919.55. 
Petitioner’s total gross revenue de- 
rived from intrastate utility operations 
in 1934 was $783,910.77. The peti- 
tioner questions the legality of these 
orders under the last two sentences of 
§ 18a. “The total amount which 
may be charged by the Commission to 
any public utility under authority of 
this section in any calendar year shall 
not exceed one half of one per centum 
of such public utility’s gross operating 
revenues derived from intrastate util- 
ity operations in the last preceding 
calendar year. The amount assessed 
against a public utility, not paid within 
thirty days after such determination, 
15 P.U.R.(N.S.) 


shall draw interest at the rate of 6 per 
centum per annum.” 

One half of one per cent of the 
1934 gross operating revenues is 
$3,919.55, the exact amount fixed by 
one of the orders. Petitioner has al- 
ready paid this amount to the Com- 
mission, but refuses to pay the addi- 
tional $2,862.54 as required by the 
other order, upon the ground that un- 
der the above-quoted portion of the 
section it may be charged in any year 
only one half of one per centum of 
its gross operating revenue received 
in the calendar year last preceding the 
making of the order or orders, and 
urges a construction that under the 
section the expenses “are not charged 
by the Commission” to the utility un- 
til after the hearing in reference there- 
to has been had. The first sentence in 
§ 18-a provides for a hearing by the 
Commission in connection with these 
expenses. In so far as it is applicable, 
it reads: “Whenever the Public 
Service Commission in a proceeding 

shall deem it necessary in or- 
der to carry out its statutory duties, to 
investigate the operations, . . . or 
to make valuations or revaluations of 
the property of any public utility, such 
public utility shall be charged with and 
pay such portion of the compensation 
and expenses of the Commission 

as is reasonably attributable to 
such investigation, valuation, or reval- 
uation, provided an opportunity to be 
heard thereon shall first have been 
granted to such public utility.” The 
orders which we are considering were 
made following hearings which were 
begun in August, 1935. 

If this was an open question, cogent 
argument might be made from a rhe- 
torical and grammatical standpoint 


288 





UPSTATE TELEPH. CORP. OF NEW YORK v. MALTBIE 


that the “public utility shall be 
charged” with these expenses only, 
“provided an opportunity to be heard 
thereon shall first have been granted 
to such public utility.” It is not an 
open question if regard is to be had 
for the dicta contained in the opinion 
in Bronx Gas & E. Co. v. Maltbie 
(1935) 268 N. Y. 278, 287, 10 
P.U.R.(N.S.) 1, 5, 197 N. E. 281, 
284. It is there stated: “Neither is 
there any discretion given to the courts 
to determine when or how the expen- 
ses shall be charged to the investigated 
corporation. Section 18—a distinctly 
states that whenever the Public Serv- 
ice Commission shall deem it neces- 
sary to investigate the rates of any 
public utility, such public utility shall 
be charged with and pay such portion 
of the compensation and expenses of 
the Commission as is reasonably at- 
tributable to such investigation.” Al- 
so: “The words, ‘provided an oppor- 
tunity to be heard thereon shall first 
have been granted to such public util- 
ity’ apply to the preceding clause, ‘such 
portion of the compensation and ex- 
penses of the Commission, its officers, 
agents, and employees, including em- 
ployees temporarily employed, as is 
reasonably attributable to such inves- 
tigation, valuation, or revaluation.’ ” 
And again: “The petitioner 

is entitled to be heard upon these ex- 
penses which have been charged to it, 
both as to their reasonableness and as 
to their being attributable to the inves- 
tigation. The bills referred to in § 
18-a can only be sent after this oppor- 
tunity for a hearing has been granted. 
The Commission is not obliged to give 
any notice or hearing as to whether 
the costs and expenses shall be charged 
to the corporation.” To like effect, 
[19] 
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268 N. Y. 278, 290, 10 P.U.R.(N.S.) 
1, 7, 197 N. E. 281, 285: “We do 
hold, however, that these expenses and 
charges cannot be billed to the com- 
pany, under § 18-a, until it has had an 
opportunity to be heard as to their rea- 
sonableness.” 


Under the foregoing language, the 
expenses for the portion of 1934 were 
charged in that year and are payable 
from the operating revenues of 1933, 
the then last preceding calendar year, 
and the expenses in 1935 were charged 
in that year and are to be limited to 
one half of one per cent of the operat- 
ing revenues of 1934. The fact that 
the charges for both years were billed 
in 1935 is without significance. 

Orders of Public Service Commis- 
sion should be confirmed, with $50 
costs. 

Orders unanimously confirmed, 
with $50 costs and disbursements. 

McNamee, Crapser, and Heffernan, 
JJ., concur. 


Buss, J.: I concur in the result 
and in the opinion of our presiding 
justice for confirmation, except as to 
the statement that, “if this was an 
open question, cogent argument might 
be made from a rhetorical and gram- 
matical standpoint that the ‘public util- 
ity shall be charged’ with these ex- 
penses only, ‘provided an opportunity 
to be heard thereon shall first have 
been granted to such public utility.’ ” 
The statute is clear that the Commis- 
sion in fixing the liability first charges 
the utility with the expenses. Pre- 
sumably this is done at the time of 
the actual rendition of the service for 
which the charge is being made. The 
Commission later renders a bill of such 
charges to the utility. Such bill under 
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the statute may be rendered at the con- 
clusion of the investigation, valuation, 
or revaluation, or from time to time 
during its progress. When the stat- 
ute limits the amount which may be 
charged by the Commission to the util- 
ity in any calendar year, it refers to 
the records which are made by the 
Commission against the utility at the 


time of the rendition of the service for 
which the charge is made. It does not 
refer, as is contended by the petitioner 
here, to the rendering of the bill by the 
Commission or to an order made at 
the conclusion of a hearing determin- 
ing the amount to be paid by the util- 
ity. The statute is open to this con- 
struction only. 
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City of New Castle 


Vv 


Pennsylvania Seites Company 


[Complaint Docket Nos. 10449, 10450, 10672.] 


Rates, § 184 — Burden of proof — As to rate-making area. 
1. A city complaining against rates which have become effective and against 
a supplemental rate tariff effecting a reduction in existing rates carries the 
burden of proving that the city should be segregated for the purposes of 
its complaints, p. 295. 


Rates, § 187 — Burden of proof — Failure to sustain — Segregation for rate 
making. 
2. A municipality complaining against rates fails to sustain the burden of 
proof when its evidence relates only to reproduction cost, revenues, and 
expenses allocated to the city and it offers no evidence on the question as 
to whether the city should be isolated from the remaining territory served 
and treated as a rate unit in itself, p. 295. 


Rates, § 203 — Unit for rate making — Territorial segregation. 
3. Segregation of public utility operations in a particular city should not 
be undertaken for the purpose of fixing rates unless there is a showing 
that the facts permit it and sound public policy requires it, p. 296. 


Rates, § 203 — Unit for rate making — Territorial segregation — City limits. 

4. An assumption that the territorial boundaries of a municipality of them- 
selves determine the proper unit for rate making is purely arbitrary, since, 
if the rate-making unit is to be an area cut out of a larger area served 
by a public service company, that unit should be homogeneous in its char- 
acteristics and different from the surrounding area and should be marked 
by population, economic, social, and topographical characteristics peculiar 
to itself, p. 296, 
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Rates, § 203 — Unit for rate making — Territorial segregation. 
5. A city served with other territory by a public utility company operating 
its property as a unit should not be treated as a separate unit and at the 
same time be given the benefit of economies which result from the more 
favorable character of territory served outside the city, p. 297. 


Evidence, § 19 — Statements in brief — Matter not in the record. 
6. The Commission, in passing upon the reasonableness of street lighting 
charges, cannot consider a statement attached to a complainant’s brief 
setting forth valuation, expenses, and revenues where it was not offered in 
evidence and was not made the subject matter of cross-examination, p. 


298. 


[June 22, 1936.] 


OMPLAINTS by municipality against electric rates; complaints 


dismissed. 


By the Commission: These pro- 
ceedings involve three complaints by 
the municipality of New Castle 
against rates of Pennsylvania Power 
Company, respondent. Respondent 
is a public service company engaged 
in the business of distributing electric 
energy in Mercer, Lawrence, Butler, 
Beaver, and Allegheny counties. The 
city of New Castle is one of numer- 
ous communities served by respondent 
in these counties. 

On October 15, 1934, the munici- 
pality filed, at C. 10449, a complaint 
directed at rates embodied in Supple- 
ment No. 2 to respondent’s tariff P. 
S. C. Pa. No. 26, effective April 9, 
1934. Complainant alleged that re- 
spondent’s rates for services rendered 
within the city of New Castle were 
unjust, unreasonable, excessive, and 
discriminatory, and that its rates for 
services rendered in rural communi- 
ties were unduly and unreasonably 
preferential. Complainant prayed 
that the Commission determine the 
fair value of respondent’s property 
in the commonwealth, particularly 
the fair value of that part of the 
property used and useful in serving 
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the city of New Castle; that the Com- 
mission determine revenues and ex- 
penses resulting from operations in 
the city, and allocate such revenues 
and expenses among the various 
classes of services which the company 
renders. Complainant further prayed 
for an order of reparations, and such 
additional relief as should be deemed 
proper and reasonable. 

On November 5, 1934, respondent 
filed a motion to dismiss the com- 
plaint on the ground that the city of 
New Castle had no authority to in- 
quire into, or to prosecute a com- 
plaint relative to rates for domestic 
and commercial uses within the limits 
of the city of New Castle or else- 
where. Under date of November 26, 
1934, this Commission issued an in- 
terim order denying the motion, and 
refusing to dismiss the complaint. 

Subsequently on April 22, 1935, 
respondent filed its answer to the 
complaint, denying that its rates with- 
in the city of New Castle were un- 
just, excessive, unreasonable, and dis- 
criminatory, and that its rates in rural 
communities were unduly and unrea- 
sonably preferential. It admitted the 
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authority of this Commission to de- 
termine the fair value of its property 
in the commonwealth, but averred 
that the Commission was without au- 
thority to determine the fair value of 
property used and useful in serving 
the city of New Castle alone. Like- 
wise, respondent denied that the 
Commission had authority to deter- 
mine revenues and expenses resulting 
from its operations within the city 
without reference to its operations in 
the whole of the territory it served, 
but averred that the Commission did 
have authority to determine total rev- 
enues and expenses resulting from 
the operations of the company’s prop- 
erty as a whole. In short, respond- 


ent took the position in its answer 
that its property used and useful in 
serving New Castle could not be seg- 
regated for rate-making purposes, but 
that for such purposes its property 


must be considered as a whole. 
Simultaneously, with the filing of 
its first complaint on October 15, 
1934, the city of New Castle filed a 
second complaint at C. 10450, which 
was directed against a contract for 
lighting the city streets. This con- 
tract was entered into between com- 
plainant and respondent on January 
31, 1930, for a period of five years 
from January 1, 1930. It was ap- 
proved by this Commission on March 
17, 1930, at M. C. 5153-1930. On 
March 7, 1932, the contract was 
amended by agreement of the parties, 
and the amendment was approved by 
the Commission on April 4, 1932, at 
M. C. 6088-1932. In its complaint, 
the municipality alleged that the terms 
of both the original and amended 
contracts were unjust and unreason- 
able, and prayed that this Commis- 
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sion examine all pertinent circum- 
stances relating to both contracts, 
that it determine whether the rates 
which were collected pursuant to 
their terms were unjust and unrea. 
sonable, that it prescribe just and 
reasonable terms for the services ren- 
dered and that it ascertain the amount 
due complainant as reparations be- 
cause of any excessive rates which 
respondent might have charged for 
street lighting. The complaint also 
alleged that at the time the original 
contract was entered into and present- 
ed to the Commission for approval, 
complainant did not have the neces- 
sary information upon which it could 
determine the reasonableness of the 
terms, that it relied entirely upon rep- 
resentations of officers and employees 
of respondent company, and that the 
terms of the contract were unfair to 
the city. Complainant alleged fur- 
ther that the amended contract was 
prepared by agents of respondent, 
that the contract as amended omitted 
certain provisions of the original con- 
tract which were of advantage to the 
city and, as a consequence, the amend- 
ed contract was detrimental to the in- 
terests of the city. 

Respondent filed its answer to C. 
10450 on November 5, 1934, aver- 
ring that the contract for lighting the 
city streets was just and reasonable. 
It denied that complainant had relied 
upon representations of respondent’s 
agents in making the contract, aver- 
ring on the contrary that complainant 
had retained experts to advise it in the 
matter and had relied on the advice 
of such experts. Respondent admit- 
ted that in making the amended con- 
tract certain provisions of the orig- 
inal were omitted or changed, but 
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denied that the omissions or changes 
were to the disadvantage of the city 
of New Castle. 

On March 25, 1935, respondent 
filed Supplement No. 3 to its tariff 
P. S. C. Pa. No. 26, effective April 
15, 1935, making reductions in the 
rates contained in Supplement No. 2, 
the subject matter of C. 10449. On 
April 10, 1935, the complainant filed 
a complaint, C. 10672, against Sup- 
plement No. 3, alleging that the new 
rates were unjust, unreasonable, and 
discriminatory. It alleged further 
that the tariffs were unnecessarily 
technical and confusing, and that the 
differentiation in rates between do- 
mestic users and commercial and 
manufacturing users was discrimina- 
tory. Complainant prayed that this 
Commission ascertain and determine 
the fair value of respondent’s prop- 
erty used and useful in the public 
service in Pennsylvania, that it estab- 
lish fair and reasonable rates and 
award such reparations as might be 
deemed proper. 

Complaint 10672 again raised the 
question of street lighting and averred 
that the rates therefor as contained in 
Supplement No. 3 were excessive and 
unreasonable. While the contract 
which had been attacked at C. 10450 
expired on December 31, 1934, the 
rates actually in effect since January 
1, 1933, were those contained in Rate 
No. 50, original sheet No. 46 of P. 
S. C. Pa. No. 26, and these continued 
in effect until superseded by Supple- 
ment No. 3 which admittedly reduced 
the rates which complainant had paid 
for street lighting service during 
1934, 

Respondent filed its answer to C. 
10672 on April 22, 1935. It denied 


all the material allegations in the 
complaint, averring that its rates were 
just and reasonable and that its tar- 
iffs were not unduly complicated. 

Petitions for leave to intervene 
were filed by Pomona Granges Nos. 
25, 42, 65, and 66 and were granted. 
These petitions specifically objected 
to the segregation of the operations 
of respondent within the limits of the 
city of New Castle from the total 
area served by the company and to 
the establishment of rates applicable 
solely to the city without reference to 
the total area. The issue of segregat- 
ing the city of New Castle as a rate 
unit had been expressly raised by 
complainant at C. 10449. 

It has been found necessary to set 
forth the pleadings in some detail in 
order to present clearly the nature of 
the municipality’s complaints and the 
manner in which they were answered 
by respondent. It may be said in sum- 
marizing that the complaints contain 
the following important allegations 
all of which were denied: (1) that 
rates within the city of New Castle 
are unreasonable, (2) that rates in 
respondent’s whole territory are un- 
reasonable, (3) that street lighting 
rates under the contract which ex- 
pired January 1, 1935, and under the 
tariff which became applicable there- 
after are excessive, (4) that Supple- 
ment No. 3 to tariff P. S. C. No. 26 
is discriminatory and confusing, and 
(5) that domestic rates are preferen- 
tial as against commercial rates. 


(1) Rates within the City of New 
Castle 


At the hearings, complainant sought 
to show that rates for the city of 
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New Castle in both Supplements Nos. 
2 and 3 were unreasonable, and re- 
sulted in an excessive return on the 
value of respondent’s property used 
and useful in serving the city. Com- 
plainant, proceeding upon the assump- 
tion that the city should be considered 
a rate area in itself, introduced of 
record a stipulation made with re- 
spondent establishing reproduction 
cost less depreciation as of January 1, 
1935, of the portion of the company’s 
property allocated to New Castle. 
This stipulation, which also included 
the amount of revenues and expenses 
applicable to the city for the year 
1934, is as follows: 


The record also contains testimony 
by expert witnesses for both com- 
plainant and respondent estimating 
probable revenues and expenses for 
1935. In addition, data were fur- 
nished by respondent showing the 
actual experience of the company for 
eight months in 1934, May to Decem- 
ber, inclusive, during which Supple. 
ment No. 2, the subject matter of C. 
10449, was in effect, and for the same 
period in 1935 during which Supple- 
ment No. 3, the subject matter of C. 
10672, was in effect. These data ap- 
pearing in the form of monthly state- 
ments of revenues and expenses allo- 
cated to the city of New Castle, were 


Cost of reproduction new of the physical property allocated to the city of New Castle 
electric service, including an allowance for materials and supplies and working 


capital, and excluding an allowance for going concern value, cost of financing, 
cost of promotion and cost or value of franchises 


$2,508,780 


Cost of reproduction new less depreciation of physical property allocated to city of 
New Castle electric service, including an allowance for materials and supplies and 
working capital, and excluding an allowance for going concern value, cost of 
financing, cost of promotion, and cost of value of franchises 


Depreciable property included in above ($2,508,780 less $296,033) 


Yearly allowance for replacement (3% of $2,212,747) 


Return computed as 6% on $2,324,436 


Total gross revenue for year 1934 
Operating expenses for year 1934 as agreed 


Gross income before taxes, allowance for replacement reserve and return $342,061 


Taxes, excluding Federal income tax 
Federal income tax (actual 1934) 


Gross income after taxes 
Yearly allowance for replacement 


Balance for the year 1934 


43,908 





Expenses affecting the year 1935 and future years not reflected in above 


analysis based on 1934: 


1, Revenue for year 1934 which would not have been earned if the rates 


made effective April 1, 1934, had been in effect during the entire year .. 


$10,000 


2. Salary and wage increase applied to that portion of the year 1934 


during which they were not in effect 


Balance SOOO EOE SETHE EEHHEESESESESEHE EEE HEHHEEEHEEHEE 
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furnished by respondent upon request, 
and may be summarized as follows: 


8 Months Ended 
Dec. 31,1934 Dec. 31,1935 
$546,979.92 $560,269.71 
332,675.15 358,147.59 


Gross revenue 
Operating expenses .. 





Gross income before 
$214,304.77 
27,077.44 


$202,122.12 
26,659.27 





Gross income after 
$187,227.33 
Since these figures are based on the 
actual experience of the company, 
they are superior for the purpose of 
passing on the reasonableness of rates 
both to the data relative to operations 
for 1934 appearing in the stipulation 
and to the estimates made by expert 
witnesses. But to use them for such 
a purpose, a full year’s operations 
should be available, and it therefore 
becomes necessary to find what the 
experience of the company would 
have been in the first four months of 


$175,462.85 


1934, and in the corresponding period 
of 1935, had the tariffs in question 
been in effect during those periods. 


If it be assumed that gross income 
(after taxes) for the first four 
months in 1934 accumulated at the 
same rate as for the eight months 
shown above, then $93,613 would be 
added to the $187,226, the former 
figure being 50 per cent of the latter. 
On this basis, total income after taxes 
and before depreciation would be 
$280,839. By deducting $66,382, 
the sum stipulated for annual replace- 
ments, $214,457 remains as net in- 
come available for return. Subtract- 
ing $139,466, allowable on the basis 
of 6 per cent, leaves an excess of 
$74,991. 

By assuming that gross income 
(after taxes) for the first four 
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months in 1935 would accumulate at 
the same rate as for the last eight, 
then $87,731 would be added to the 
$175,462. On this basis total gross 
income after taxes and before depre- 
ciation would be $263,193. Deduct- 
ing $66,382 for replacements leaves 
$196,811 for return which is $57,345 
in excess of $139,466 allowable on 
the basis of the stipulation. 

[1, 2] Upon this evidence solely 
complainant relies to prove that rates 
in the city of New Castle are unrea- 
sonable and excessive. Such evi- 
dence, in short, consists only of re- 
production cost of property used and 
useful for service within the city lim- 
its, and of computations of revenues 
and expenses allocated to the city. 
But before such evidence becomes 
relevant, the basic question as to 
whether it is proper to segregate the 
city of New Castle as a rate-making 
unit must be answered. Respondent 
from the very beginning of these 
proceedings has strenuously insisted 
that segregation is not proper. In 
paragraphs 2, 3, 4, 5, and 6 of re- 
spondent’s answer at C. 10449 in re- 
plying to complainant’s prayers for 
relief, the company expressly and 
emphatically denied the right of this 
Commission to segregate its opera- 
tions in the city of New Castle, urg- 
ing on the contrary that its property 
as a whole must be taken as a rate- 
making unit. The issue of segrega- 
tion is, therefore, squarely joined, 
and complainant clearly carries the 
burden of proving that the city should 
be segregated for the purposes of its 
complaints. It carries the burden of 
proof in C. 10449 because it is attack- 
ing a tariff which had already become 
effective and it carries the burden of 


15 P.U.R.(N.S.) 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


proof at C. 10672 because the evi- 
dence shows that the tariff there in- 
volved (Supplement No. 3) effected 
a reduction in existing rates. Com- 
plainant has failed to discharge its 
burden, because it has offered no evi- 
dence whatever on the question as to 
whether the city of New Castle should 
be isolated from the remaining ter- 
ritory served by respondent and treat- 
ed as a rate unit in itself. 

[3] In its brief, complainant, in 
urging segregation, relies principally 
on the case of Wabash Valley Electric 
Co. v. Young, 287 U. S. 488, 77 L. 
ed. 447, P.U.R.1933A, 433, 53 S. 
Ct. 234. The facts in that case show 
that the electric company served the 
city of Martinsville, Indiana, and 
numerous other communities as well. 
The Public Service Commission of 
Indiana segregated the city of Mar- 
tinsville in fixing rates, rejecting the 
contention of the company that its 
system as a whole should be consid- 
ered as the rate-making unit. The 
Supreme Court of the United States 
held that the Commission’s decision 
to segregate under the particular con- 
ditions and statutory provisions in- 
volved did not violate any constitu- 
tional rights of the company. The 
court, however, went on to say, at p. 
437, P.U.R.1933A: 

“Normally, the unit for rate-mak- 
ing purposes, we may assume, would 
be the entire interconnected operating 
property of a utility used and useful 
for the convenience of the public in 
the territory served, without regard 
to particular groups of consumers or 
local subdivisions. But conditions 
may be such as to require or permit 
the fixing of a smaller unit.” 

Obviously, segregation should not 
15 P.U.R.(N.S.) 


be undertaken unless there is a show- 
ing that the facts permit it and sound 
public policy requires it. 

[4] As pointed out, complainant 
offered no evidence to show that, in 
fairness or reason, the city of New 
Castle should be treated as a unit for 
fixing rates. Complainant apparently 
proceeded on the assumption that the 
territorial boundaries of a municipal- 
ity, of themselves, determine the prop- 
er unit. But such an assumption 1s 
purely arbitrary. If the rate-making 
unit is to be an area cut out of a 
larger area served by a public service 
company, that unit should be homo- 
geneous in its characteristics and dif- 
ferent from the surrounding area. 
Such a unit should be marked by pop- 
ulation, economic, social, and topo- 
graphical characteristics peculiar to 
itself. Where an area is so dis- 
tinguished, it may be properly segre- 
gated for rate-making purposes, if 
there are no other factors which com- 
pel a different policy. It cannot, on 
the basis of the record in this case, be 
said that the characteristics of the 
area outside but adjacent to the 
boundaries of the city of New Castle 
are radically different from those 
within its boundaries. It is therefore 
clear that complainant’s contention 
that the city be treated as a rate-mak- 
ing unit is entirely arbitrary with no 
evidence to support it. 

Respondent, on the other hand, in- 
troduced considerable evidence tend- 
ing to show that the whole of its 
property was developed and is operat- 
ed as a unified system. The evidence 
shows that respondent company was 
formed by a merger of numerous 
smaller companies which formerly 
operated in the territory now served 
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by respondent alone. This territory 
includes 36 incorporated communities 
and 67 townships. The total area 
covered is approximately 1,400 square 
miles, containing a population of 
222,000. In the period before the 
formation of respondent company, 
there were as many tariffs in effect 
as there were companies, and almost 
as Many companies as communities. 
Respondent, since its inception, has 
pursued the policy of gradually mak- 
ing all rates throughout its system as 
uniform and simple as practicable in 
the development of a tariff structure 
for the system as a whole. To cut out 
of this structure a single municipal- 
ity would have the effect of reversing 
this progress toward simplification 
and uniformity which has been pur- 
sued for many years. 

[5] The evidence shows that the 
company’s property is operated as a 
unit. On September 1, 1931, the area 
served by respondent was, for operat- 
ing purposes, divided into three divi- 
sions, known as Greenville, Sharon, 
and New Castle. Each division is 
under the direct supervision of a 
manager, but the central office in New 
Castle originates policy and operates 
the system as a whole. The evidence 
shows also that the company is fi- 
nanced as a single entity, all out- 
standing obligations being those of 
the company and not of separate units. 
The accounting system is based upon 
the whole company, and commercial 
and other activities are organized on 
the same basis. 

Finally, all purchases, including 
both power and supplies, are made for 
the entire system. This results in 
lower prices, especially important in 
the case of power. The record shows 


that the load factor outside of New 
Castle is more favorable than within 
the city. Consequently, the company 
purchases energy for its system at a 
lower price than if it purchased for 
the city of New Castle alone. It is 
obviously unfair to treat the city as a 
separate unit, and at the same time 
give it the benefit of economies which 
result from the more favorable char- 
acter of territory served outside the 
city. 

All this evidence strongly indicates 
the existence of an integrated system 
which should not be disturbed except 
for compelling reasons. No such 
reasons appear of record in this case. 
It follows that the Commission can- 
not consider the evidence introduced 
by complainant limited to the value of 
respondent’s property and earnings 
allocated to the city of New Castle, 
as proof that the rates within the city 
are unreasonable. 


(2) Rates in Respondent's Entire 
Territory 


While C. 10449 is pointedly direct- 
ed at rates within the city of New 
Castle, C. 10672 attacks the rates 
throughout respondent’s territory as 
unreasonable and excessive, and re- 
quests the Commission to ascertain 
the fair value of the whole of re- 
spondent’s property in the common- 
wealth. In its brief, complainant 
says (p. 6): 

“Tf the Commission shall find that 
the rate is unjust, unfair, and unrea- 
sonable over the whole of the re- 
spondent’s system and shall, there- 
fore, establish a new rate for the 
whole system which will result in a 
fair and just rate in the city of New 
Castle, we will have no complaint.” 
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Complainant at the hearings, how- 
ever, proceeded entirely on the as- 
sumption that the city would be treat- 
ed as a rate area, and offered no evi- 
dence on the basis of which the fair 
value of respondent’s entire property 
could be determined. Consequently, 
there is no basis in this record for a 
finding that rates are unreasonable or 
excessive in the whole of respondent’s 
territory. 


(3) Street Lighting Rates 


Although C. 10450 is directed en- 
tirely at street lighting rates under 
the contract and C. 10672 at the tar- 
iff applicable after the expiration of 
the contract, the city offered no evi- 
dence whatever to prove its case. This 
is especially remarkable because, at C. 
10450, the municipality alleges not 
only that the rates charged were ex- 
cessive and unreasonable, but also 


that complainant in entering into the 
contracts relied upon representations 
made by respondent’s agents which 
complainant inferentially alleges to 
have been fraudulent. 


[6] In its brief, complainant asks 
for reparations on account of alleged 
excess charges paid by it for street 
lighting in the sum of $10,117.27 for 
1934 and $6,000.37 for 1935. It 
also complains against the present 
method of charging for street light- 
ing. It argues that a system should 
be set up whereby rates would be 
fixed on the basis of the value of the 
property used in lighting the streets. 
It attaches a statement to its brief, 
designated Table 3, which sets forth 
a valuation of respondent’s street 
lighting property, expenses for 1934 
and 1935 allocated to street lighting 
operations, and revenue derived by 
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respondent from those operations for 
the same years. This is the method 
by which complainant arrives at the 
sums claimed as reparations. What- 
ever merit the method may have, the 
Commission cannot here consider it 
as a basis for passing upon the rea- 
sonableness of the street lighting 
charges, because it was not offered 
in evidence, and was not made the 
subject matter of cross-examination, 
At best, the basis for allocating prop- 
erty and income is questionable. The 
Commission would not be justified 
from any point of view in making a 
finding based upon a plan not only 
extremely novel but not even of rec- 
ord. 


(4) Discrimination and Confusion 


At C. 10672, the municipality al- 
leges generally that the rates in Sup- 
plement No. 3 are discriminatory. 
In its brief it contends that the objec- 
tive rate in particular, as contained 
in this supplement, is discriminatory. 
It did not, however, support this con- 
tention with competent evidence. The 
only mention found in the record of 
the alleged discriminatory nature of 
the objective rate appears in com- 
plainant’s Exhibit No. 2. But the 
rate expert who appeared for com- 
plainant said nothing about this mat- 
ter when he testified at the hearings, 
and Exhibit No. 2 was offered in evi- 
dence in connection with a different 
aspect of the case. Respondent vig- 
orously objected to the inclusion of 
Exhibit No. 2 on the ground that it 
contained matter not testified to by 
the witness. Under these circum- 
stances the Commission cannot say 
that the record includes competent 
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evidence showing the objective rate 
to be discriminatory. 

The allegation that Supplement 
No. 3 is unnecessarily confusing is 
not sustained by the evidence. It ap- 
pears that respondent has pursued a 
policy of simplifying its tariff struc- 
ture in the territory served, and that 
it has greatly improved the conditions 
which existed prior to the inception 
of this policy. While respondent's 
tariff may not at present represent 
the ultimate in simplification, there is 
no convincing evidence that it is un- 
necessarily complex. 

Complainant also alleges that the 
differentiation in Supplement No. 3 
between domestic and commercial 
users is discriminatory to the preju- 
dice of the latter. Complainant ar- 
gues to that effect in brief, but no 
evidence of record supports this argu- 
ment. The Commission, therefore, 


cannot make a finding of discrimina- 
tion in this regard. 


(5) Conclusion 


We are constrained by the record 
to find that the municipality has failed 
to sustain its complaints. The evi- 
dence fails to make out a case for the 
segregation of the city of New Castle 
as a rate area. Rates within the city 
have not been shown to be unreason- 
able. The evidence also fails to show 
that rates in the entire area served 
by respondent are excessive. Like- 
wise, the record affords no basis for 
a finding that the street lighting rates 
are excessive, or that the objective 
and domestic rates are discrimina- 
tory; therefore, 

Now, to wit, June 22, 1936, it is 
ordered: That the complaints be and 
are hereby severally dismissed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Westchester Lighting Company 


[Case No. 8236.] 


Accounting, § 44 — Combined utilities — Segregation. 


1. A utility furnishing more than one type of service is expected to main- 
tain corresponding segregation of its properties on its records, p. 304. 


Accounting, § 31 — Fixed capital — Property not used. 
2. Such property as is not used and useful should not appear in the fixed 
capital account of a public utility, p. 304. 


Valuation, § 215 — Lands for future use. 


3. A company should be required to withdraw from fixed capital the 
parcels or portions of parcels of land for which reasonable prospective 
use in the near future cannot be substantiated, p. 306. 
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Valuation, § 47 — Original cost — Charges on books. 
4. The mere fact that questionable items were placed on the books of a 
public utility company by order of the Commission in a capitalization pro- 
ceeding is not binding in a rate determination, where actual original cost 
is one of the important factors to be considered, p. 310. 


Valuation, § 168 — Charges to capital — Costs recouped from expenses. 
5. It would be unequitable and thoroughly unjust to permit a public utility 
company to earn a return on those costs which the company has already 
recouped through operating expenses, and there should be removed from 
the fixed capital accounts all installation, replacement, or construction over- 
head costs which, as currently incurred, the company considered were 
proper operating expenses, p. 310. 


Depreciation, § 23 — Retirement expense accounting — Objections. 
6. The annual charge when the retirement expense accounting method is 
used is arbitrary, being increased or decreased when the reserve becomes 
too small or too large in the opinion of the management, and the reserve 
can be built up beyond the existing depreciation, although normally this 
method results in an insufficient reserve, p. 312. 


Valuation, § 289 — Working capital — Determination. 
7. Where all the facts are available, the amount of working capital on 
which consumers are asked to pay a return should not exceed the funds 
or capital actually advanced by the company for the economical conduct 
of business during the period it is awaiting reimbursement from its con- 
sumers, p. 313. 


Apportionment, § 1 — Burden of proof — Revenues and expenses — Affiliated 
companies. 


8. A public utility company has the burden of proof as to the propriety 
of charges and credits apportioned among various affiliated companies, p. 
315. 


Revenues, § 5 — Source — Property not used and useful. 
9. Revenues received by a public utility company from not used and useful 
property must be eliminated in determining rates, p. 315. 

Valuation, § 218 — Property not used or useful — Right of way. 


10. Neither the consumers of a public utility company under investigation 
in a rate case nor those of any affiliated company should be required to 
pay a return on the portion of transmission line right of way which is 
not used and useful, p. 315. 


Depreciation, § 23 — Expense allowance — Substitution for retirement expense. 


11. An annual charge for depreciation consistent with the accrued deprecia- 
tion should be substituted for “retirement expense,” p. 315. 


Expenses, § 92 — Regulatory Commission expense — Amortization. 
12. It is generally desirable to a the necessary costs of a rate proceed- 


ing to “Regulatory Commission 
316. 
Expenses, § 114 — State excess dividends tax. 


13. The state excess dividends tax is a tax based upon the dividends paid 
~ Neate should be borne by the stockholders receiving the dividends, 
p. 316. 
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Expenses, § 110 — Federal capital stock tax. 
14. It is questionable as to whether or not the Federal capital stock tax, 
being based on capitalization, reserves, and such surplus as is not distributed 
through dividends, should not be borne by the stockholders, p. 316 . 


Valuation, § 101 — Accrued depreciation — Observation method. 
Discussion of observation method of determining accrued depreciation, p. 


312. 


Valuation, § 100 — Accrued depreciation — Straight-line or age-life method. 


Discussion of determination of accrued depreciation on the basis of the 
“straight-line” or “age-life” method, p. 312. 


Rates, § 259 — Promotional — Electric. 


Discussion of promotional electric rates which are a combination of both 
“immediate” rates and “inducement” rates, p. 317. 


[August 12, 1936.] 


| ager einseroggee on motion of Commission as to prices, rates, 
charges, and classifications of service of electricity; recom- 
mendation made as ta promotional rates. 


APPEARANCES: Gay H. Brown, 
Counsel (by M. M. Fortig), Public 
Service Commission, Albany. 


Whitman, Ransom, Coulson & 
Goetz (by William L. Ransom, Jacob 
H. Goetz, Colley E. Williams, Rich- 
ard J. Smith, James J. Kirwin, Jr., 
George V. Hufsmith), Attorneys for 
Westchester Lighting Company, New 
York city. 

Frank Bennett, Corporation Coun- 
sel, city of Mount Vernon, Mount 
Vernon. 


R. E. Burdick, Attorney for the 
village of Hastings-on-Hudson, Hast- 
ings-on-Hudson. 

Charles M. Carter, Deputy County 
Attorney, Westchester County, White 
Plains. 

Stanley W. Church, Acting Mayor, 
New Rochelle. Chairman of Confer- 
ences of Municipal Officials, President 
of N. Y. State Association of Public 
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Officials, New Rochelle and West- 
chester County. 

Elliot Cohen, representing Cham- 
ber of Commerce, Mount Vernon. 

William R. Condit, Corporation 
Counsel, city of White Plains, White 
Plains. 

John L. Coward, Town Attorney, 
town and village of Rye, 101 West- 
chester Ave., Port Chester. 

Arthur J. Crowley, Trustee, Vil- 
lage of Hastings-on-Hudson, Hast- 
ings-on-Hudson. 

William Davidson, County Attor- 
ney (by C. M. Carter, Deputy County 
Attorney, John A. Krug, Deputy 
County Attorney), White Plains. 

John L. Deluis, Town Attorney, 
town of Mamaroneck, Mamaroneck. 

Samuel Faile, Deputy Corporation 
Counsel, city of White Plains, White 
Plains. 

Salvatore T. Gambino, Corpora- 
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tion counsel, village of Peekskill, 
Peekskill. 

Joseph S. Johnston, Corporation 
Counsel, village of Larchmont, New 
York city. 

Edgar J. Kates, Engineering Ex- 
pert, Conference of Municipal Off- 
cers of Westchester County, also 
Westchester Council of Utility Rate 
Committees, New York city. 

Edward K. Kennedy, Courisel for 
the Westchester Council of Utility 
Rate Committees, New York city. 

Oliver K. King, Corporation Coun- 
sel, village of Port Chester, Port 
Chester. 

John A. King, county of West- 
chester, White Plains. 

Lesser & Lesser (by S. B. Terkel- 
tout), representing Civic Associa- 
tions, New York city. 

Alonzo C. Lowenstein, First As- 
sistant Corporation Counsel, city of 
Mount Vernon, Mount Vernon. 

Leonard G. McAneny, Corporation 
Counsel, city of Yonkers, Yonkers. 

William L. Moran, Assistant Cor- 
poration Counsel, New Rochelle. 

Percival R. Moses, Consulting En- 
gineer, Hastings Taxpayers’ Associa- 
tion, New York city. 

Morris Newman, Manager, Wash- 
ington Irving Gardens, Tarrytown. 

Walter E. C. Otto, Mayor, New 
Rochelle, and Stanley W. Church, for 
the city of New Rochelle. 

Axel Petersen, New Rochelle. 

H. J. Schoenfeld, Consulting En- 
gineer, city of New Rochelle, New 
Rochelle. 

John H. Shetron, Assistant Corpo- 
ration Counsel, city of White 
Plains, White Plains. 

Aaron Simmons, 
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Corporation 
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Counsel, city of New Rochelle, New 
Rochelle. 

Lester D. Stickles, Corporation 
Counsel, city of Mount Vernon, 
Mount Vernon. 

Paul H. Windels, Corporation 
Counsel (by Harry Hertzoff, Assist- 
ant Corporation Counsel), city of 
New York, New York city. 

William C. White, Village Attor- 
ney, village of Scarsdale, Scarsdale. 


Burritt, Commissioner: By or- 
der adopted May 2, 1934, the Com- 
mission instituted on its own motion 
under Case No. 8236, an investigation 
of the electric rates, charges, and rate 
structures of the Westchester Light- 
ing Company, under §§ 71, 72, and 
114 (Chaps. 212 and 287, Laws of 
1934) of the Public Service Law. 


Prior to the enactment of the tem- 
porary rate law, the legal right to 
grant any relief to the consumers of 
a utility in the form of temporary 
rates before receipt of all evidence 
necessary for the determination of 
final rates, had been challenged. It 
was hoped that the passage of the 
temporary rate law which prescribed 
the fixation of temporary rates on the 
basis of “. the original cost, 
less accrued depreciation, of the phys- 
ical property of said public utility 
company used and useful in the pub- 
lic service .”, would permit 
the Commission to fix temporary 
rates within a comparatively short 
time. Such fixation requires that the 
necessary elements be found on the 
books of the utility. Frequently this 
is not the case. 


Unfortunately, the books and rec- 
ords of the Westchester Lighting 
Company do not reflect the original 
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cost less accrued depreciation of the 
physical property devoted to the ren- 
dition of electric service. In order 
to determine these and other neces- 
sary factors, 66 hearings have been 
held since the adoption of the order, 
over 7,000 pages of testimony have 
been taken, and 154 exhibits have 
been marked for identification, of 
which 146 were received in evidence. 

Another factor that lengthened the 
proceeding was the attitude that the 
company adopted. Almost without 
exception its witnesses have presented 
the barest minimum of factual evi- 
dence. Laborious cross-examination 
and time-consuming investigation by 
the Commission staff was necessary 
to bring out the facts as to the issues 
involved. Had the company cooper- 
ated more fully in establishing the 
evidence required by law, the protract- 
ed term of this proceeding for the 
purpose of fixing temporary rates 
would have been materially shortened. 

This attitude of the company mere- 
ly confirms what past experience has 
indicated, namely, that the consump- 
tion of time and the expenditure of 
large sums of money are two impor- 
tant wastes attendant upon or con- 
nected with most rate proceedings. 
Furthermore, it demonstrates the ne- 
cessity of having adequate funds and 
staff before undertaking an investiga- 
tion such as the present proceeding. 
It is a matter of public record, how- 
ever, that this Commission was with- 
out the means to employ the account- 
ants and engineers required to exam- 
ine properly the books, records, and 
property of this company until the 
adoption of the law (§§ 18-a and 
18b, Chap. 282 of the 1934 Public 
Service Law) authorizing the assess- 


ment of the cost of such investigation 
upon the company. 


Territory 


The Westchester Lighting Com- 
pany renders both gas and electric 
service throughout the county of 
Westchester, except for small por- 
tions supplied by The Yonkers Elec- 
tric Light and Power Company, an 
affiliate, and by the New York State 
Electric and Gas Corporation, a unit 
of the Associated Gas and Electric 
System. In addition, the company 
furnishes electric service in a small 
part of the borough of the Bronx, in 
the city of New York. 


History 


The present company, incorporated 
November 2, 1900, is the result of a 
consolidation of eighteen companies, 
of which seventeen were merged and 
one purchased between the years 1900 
and 1929. The evolution of the 
company and its predecessors, involv- 
ing some sixty-four entities, was 
traced diagramatically in Exhibit 1 
from the pertinent papers and docu- 
ments included in Exhibit 2. 


Control 


The conception and formation of 
the company appears to have been 
one of a very interesting nature, to 
say the least, and might be elaborated 


upon. Suffice it to say, however, that 
its ownership and control has been 
lodged wholly with the Consolidated 
Edison Company of New York, or 
predecessors, from a time antedating 
any regulatory Commission as such 
within this state. 
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Rates 


Rate proceedings instituted against 
this company in the past have always 
been settled before complete evidence 
had been presented to the Commis- 
sion. 

It is true that in the small portion 
of New York city served, this com- 
pany was ordered to make a reduction 
of 6 per cent for a period of one year 
beginning September 1, 1933, as were 
the other New York city companies 
(Case No. 6367, 2 P.U.R.(N.S.) 
307). At that time the annual reports 
of the company to the Commission 
and testimony in relation thereto 
formed the principal basis. No de- 
tailed examination of the books, rec- 
ords, and properties of the company 
was made. The Commission’s deci- 
sion was appealed and in May, 1935 
(244 App. Div. 436, 8 P.U.R.(N.S.) 
337, 279 N. Y. Supp. 949) the mat- 
ter was referred back to the Commis- 
sion by the appellate division for fur- 
ther determination. However, since 
1933 rate reductions have been effect- 
ed to the consumers of this company 
within New York city. 

With respect to its Westchester 
county territory, some ten months 
after the inauguration of this pro- 
ceeding, the company proposed pro- 
motional forms of rates providing 
substantial reductions (see opinion 
approved on April 23, 1935). Obvi- 
ously the company places itself in a 
rather anomalous position by making 
an unsolicited reduction during the 
normal course of this proceeding, 
which at the same time it has main- 
tained throughout is unwarranted 
and without merit. The promotional 
rates were made effective on June 1, 
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1935, without approval or disapproval 
by the Commission. 


The Present Proceeding 


As a result of the investigations 
and the voluminous record in this pro- 
ceeding, I have reached definite 
though tentative conclusions which 
will be discussed herein. In view of 
the recommendations in this memo- 
randum, no attempt has been made to 
set forth final determinations either 
of the specific items or the exact dol- 
lars. I believe it is important to state 


the principles of and the bases for 
the general conclusions which in my 
opinion are fully justified. 


Fixed Capital 


[1, 2] A utility furnishing more 
than one type of service is expected 
to maintain corresponding segregation 
of its properties on its records. Such 
property as is not used and useful 
should not appear in its fixed capital 
accounts at all. 

The Westchester Lighting Com- 
pany’s records did not classify its 
properties properly between those 
used and useful in electric service, 
those in gas service, and those joint- 
ly used. Property admittedly not 
used and useful was included in its 
fixed capital accounts. 


Use and Usefulness 


The various exhibits (Nos. 6, 83, 
84, and 138) dealing with fixed cap- 
ital and presented by the company 
showed essentially only the fixed cap- 
ital balances as per books. In only 
Exhibits 83 and 84 was any attempt 
whatsoever made to eliminate prop- 
erty not used and useful in public 
service; these exhibits did not com- 
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pletely exclude property which even 
company witnesses testified was not 
used and useful in electric service. 

Eliminations of not used and use- 
ful property were made by witnesses 
testifying on behalf of the Commis- 
sion from the electric department 
accounts (Exhibits 14, 14A, 17, and 

Boiler Plant Equipment, Prime 
Movers and  Auxiliaries—Steam, 
Turbo Generator Units—Steam, 
Electric Plant—Steam, Miscellaneous 
Power Plant Equipment—Steam, 
Substation Equipment, Catskill Aque- 
duct Transmission Line. 

In the latter two accounts, the elim- 
inations were made on the basis of 
company’s own retirement orders, the 
entries reflecting such withdrawals 
not being made of the company’s 
books until after a considerable lapse 
of time. 


The eliminations made from the first 
five above-mentioned accounts related 
to generating plants of the company. 
Those were withdrawn from service 
by the company in May, 1934, and of 
course are eliminated in considering 
rates for the future. Prior to that 
time, company witnesses went to 
great lengths to claim that these obso- 
lete plants, with a total capacity of 
10,050 kilowatts were necessary 
standby facilities in the event of 
breakdown, not only for the West- 
chester Company, but also for affili- 
ated companies in New York city 
even though these plants had supplied 
no electricity to the system since 1928. 

Eliminations were also made in the 
accounts “Land,” “Structures,” and 
“General Equipment.” Furthermore, 
in the case of these three accounts it 
was necessary to allocate the property 
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used and useful in electric service, 
since the segregation of such property 
on the books of the company between 
the various departments had no rela- 
tionship whatsoever to actual usage, 
as was admitted by company wit- 
nesses. 


Land. 

Testimony as to use and usefulness 
of the land was given by an engineer 
testifying on behalf of the Commis- 
sion and by three witnesses on behalf 
of the company, with supplementary 
testimony by still another company 
witness with respect to the use and 
usefulness of certain structures. 

The right of way acquired by the 
company for the 132,000-volt trans- 
mission lines connecting the affiliated 
electric companies of the Consolidat- 
ed Edison (60-cycle pool) System in 
the metropolitan area with the Niag- 
ara Hudson System in the north, was, 
generally speaking, sufficient for the 
erection of two transmission lines, al- 
though only one is now in place. 
While the company objected strenu- 
ously to the exclusion of the excess 
right of way by a witness testifying 
on behalf of the Commission, its 
witness admitted that the portion al- 
lowed was adequate for the present 
transmission line and that in so far 
as the Westchester Lighting Com- 
pany itself is concerned, the second 
transmission line would not be needed 
for at least ten years hence. The 
Westchester Lighting Company re- 
ceives rental revenues from its affil- 
iates for its facilities, including land, 
in this transmission line. The exclu- 
sion of a portion of the transmission 
right of way would be more than off- 
set by the corresponding exclusion of 
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a portion of this revenue from the 
operating revenues of the company. 

While the testimony of the various 
witnesses with respect to the general 
real estate parcels was given as of 
different dates, there had been no ma- 
terial change in usage between 1933 
and 1935, except for Parcel 2. As of 
December 31, 1933, the company car- 
ried six parcels? in its Electric De- 
partment account, and two parcels * 
in its General Department account, 
which its witnesses did not claim as 
used and useful in whole or in part 
in electric service. All of these par- 
cels were withdrawn from fixed cap- 
ital during 1934. 

Of the thirty-nine general real es- 
tate parcels claimed by the company 
as used and useful in whole or in part 
in electric service, all witnesses were 
in exact agreement on nineteen par- 
cels,? with negligible differences as to 
five parcels,* and in substantial agree- 
ment on six parcels.® 

The only material differences be- 
tween the witnesses with respect to 
the other nine parcels,? on two of 
which the company witnesses them- 
selves were in disagreement, had to 
do with the question of prospective 
use. The company witnesses did not 
completely substantiate such prospec- 
tive use although the company claims 
that since it has the property, it may 
be utilized to advantage if the need 
arises. This eventually may never 
come to pass, but meanwhile the prop- 
erty may be “used” to a limited part 
of its capacity. It would appear that 

1 Parcels 8, 49, 50, 52, 54, 55. 

2 Parcels 51 and 53. 

8 Parcels 3, 4, 6, 7, 9, 10, 11, 15, 16, 17, 22, 

24, 27, 29, 31, 35, 37, 38, 40. 

#Parcels 20, 28, 30, 36, 39. 


5 Parcels 18, 19, 23, 25, 32, 33. 
€ Parcels 1, 2, 5, 12, 13, 14, 21, 26, 34. 





the company was endeavoring to se- 
cure the inclusion in a rate base of 
property and facilities, for some of 
which it at least has no need, present 
or prospective. 

[3] As a result of a thorough ex- 
amination of the company’s real es- 
tate parcels, which have been much in 
dispute not only in this proceeding 
but outside of it, and of the testimony 
herein, the company’s and the Com- 
mission’s staffs reached substantial 
agreement on the majority of the par- 
cels after the company had trans- 
ferred many of them out of fixed 
capital—perhaps as a result of this 
proceeding. The further differences 
relating to claimed but unsubstanti- 
ated prospective future use, should 
be definitely determined and the com- 
pany should be required to withdraw 
from fixed capital the parcels or por- 
tions of parcels for which reasonable 
prospective use in the near future 
cannot be substantiated. 


Structures. 

With few exceptions, the structures 
treated as not used as of December 
31, 1933, in the allocation presented 
by an engineer on behalf of the Com- 
mission were withdrawn from fixed 
capital by the company in 1934 
(S.M. 3833-4; 3838) and such allo- 
cation was accepted by the company 
as being substantially proper except 
for Parcel 2 facilities. Except for 
these, there had been no change in 
usage between 1933 and 1935 (S.M. 
4833). With respect to the few ad- 
ditional facilities and _ structures 
claimed by the company on the basis 
of prospective usage, largely unsub- 
stantiated, there is another obvious 
attempt to secure consideration of 
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property for which there is no definite 
present OF prospective need. 


General equipment. 

The witnesses testifying on behalf 
of the Commission eliminated, as of 
December 31, 1933, certain transpor- 
tation equipment which had recorded 
no mileage during 1933. This was 
one of the few adjustments made as 
of December 31, 1934, in Company 
Exhibits 83 and 84, such transporta- 
tion equipment not being withdrawn 
from fixed capital by the company un- 
til 1935, although no mileage had 
been recorded during 1934. 

The allocation of “General Equip- 
ment” presented by an engineer testi- 
fying on behalf of the Commission 
showed a larger result than that pre- 
sented on behalf of the company. 
Here again the books should be ad- 
justed to reflect the facts of use and 
usefulness. 


Book Cost 


During the period from Novem- 
ber 3, 1924, to December 13, 1928, 
two capitalization cases (Cases Nos. 
2285 and 3833) were in progress. 
As a result of these proceedings, by 
order of the Commission, the com- 
pany in 1928 rewrote its fixed capital 
accounts as of December 31, 1926, 
reflecting an appraisal made as of 
December 31, 1925. 

In 1929 the company petitioned to 
merge into itself the Northern West- 
chester Lighting Company and the 
Peekskill Lighting and Railroad Com- 
pany (Case No. 5802). By order of 
October 2, 1929, the merger of these 
two former subsidiaries was permit- 
ted by the Commission to be reflected 
by consolidation of the like or corre- 
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sponding accounts. This order spe- 
cifically continued the case until final 
determination and approval of the 
proper entries shall have been made. 
No final order has been adopted and 
the case is still pending before the 
Commission. 

Thus the book fixed capital of the 
company comprises three elements; 
the appraisal determination written on 
the books by direction of the orders 
in Cases Nos. 2285 and 3833; the 
book balances of the two merged sub- 
sidiaries consolidated into correspond- 
ing accounts by direction of the pre- 
liminary order in Case No. 5802; and 
the property installed by the company 
itself since December 31, 1925. 

The testimony presented in this pro- 
ceeding indicates that additions relat- 
ing to the construction of tangible 
property during the period since Jan- 
uary 1, 1926, were capitalized essen- 
tially at original cost. However, the 
company did not capitalize any “in- 
terest during construction” in connec- 
tion with these additions except as it 
was included in billings for construc- 
tion work performed by other than 
company forces. 

The withdrawals of property ac- 
tually retired from service were en- 
tered by the company on its books in 
several ways. Withdrawals of prop- 
erty in 1926 were made at the 
amounts appearing in the appraisal. 
Subsequent thereto the company, in 
general, made withdrawals of pre- 
1926 property at the amounts appear- 
ing in the appraisal, while withdrawals 
of property added since 1925 were 
made at a capitalized book cost, except 
in certain accounts where an average 
unit cost based upon the recorded 
book entries was used. Withdrawals 
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of property of the merged companies 
were made on the basis of the 
amounts included in the appraisal sub- 
mitted in Case No. 5802, where the 
overall appraisal total closely approxi- 
mated the overall book cost of the 
property of these two companies. 

All of the property appraised as of 
December 31, 1925 (Cases Nos. 2285 
and 3833), and all that merged in 
1929 (Case No. 5802), has not been 
withdrawn from service. Conse- 
quently such property still remaining 
is included in the present fixed capital 
balances at, respectively, the appraisal 
amounts and the book cost amounts of 
the two merged subsidiaries. 

Cases Nos. 2285 and 3833 being 
capitalization proceedings, one would 
suppose that the Commission’s orders 
with respect to fixed capital would 
have resulted in establishment of orig- 
inal cost—exact or a close approxi- 
mation—upon the books of the com- 
pany. Such was not the case. 


The bases of the determination in 
Cases Nos. 2285 and 3833, as devel- 
oped in this proceeding and verified 
from the records of these two cases 
(Exhibits 3 and 4), may be summar- 
ized briefly as follows: 

(1) In all accounts except “Land,” 
“Line Transformer Installation,” and 
“Meter Installation” the base figures 
used in reaching the final determina- 
tion were, generally speaking, the ap- 
proximate original capitalized cost of 
the property. 

(2) Land was included at ap- 
praised 1925 market value, although 
actual or approximate original cost 
was ascertainable. 

(3) Estimated installation expen- 
ditures in connection with meters and 
line transformers were allowed al- 
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though all such expenditures had been 
charged by the company to operating 
expenses prior to 1924. 

(4) A theoretical general construc. 
tion overhead of 15 per cent was ap- 
plied to almost every base figure, as 
an estimate of what these overhead 
costs, most of which were charged by 
the company to operating expenses, 
might have been. 

(5) A theoretical 6 per cent inter- 
est during construction overhead, not 
experienced by the company and not 
even substantiated by estimate, was 
applied to the accumulated totals for 
every account, although both the com- 
pany and the engineering division of 
the Commission specifically excepted 
and did not apply any interest factor to 
the accounts “Land,” “Catskill Aque- 
duct Transmission Line,” or ‘Unfin- 
ished Construction.” 

(6) An arbitrary allowance of 4 
per cent of the accumulated total, base 
figures plus hypothetical overheads, 
was made for “organization,” al- 
though no basis for this allowance was 
established, but rather the company 
contended for a larger allowance cit- 
ing the fact that it was a consolidation 
of fifteen companies, all of which were 
merged, a fact sufficient to preclude 
the capitalization of any amount save 
the proper organization costs of the 
Westchester Lighting Company alone. 

From the preceding summary it ap- 
pears that certain facts presented in 
these capitalization proceedings were 
not given any weight or consideration 
in reaching a final determination. 
Whether it was due to oversight, er- 
ror, or misapprehension cannot be as- 
certained at this late date. 

Through Case No. 5802, the book 
amounts appearing on the records of 
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the two former subsidiaries were 
transferred to the fixed capital ac- 
counts of the Westchester Lighting 
Company. However, certain proper- 
ty was not capitalized in the classified 
accounts but carried in “Fixed Capital 
Not Classified by Prescribed Ac- 
counts” ; while the Westchester Light- 
ing Company has recorded withdraw- 
als from this unclassified account, 
there still remains a considerable bal- 
ance in this account. The Company 
Exhibits 84 and 138 assigned this un- 
classified balance upon the basis of 
the “descriptive” titles of the subdivi- 
sions of this unclassified account. In 
other words, if a certain amount was 
designated as being “electric light 
plant,” it was considered to represent 
property used and useful in electric 
service, but no proof was offered and 
indeed the property which was sup- 
posed to be represented could not be 
designated. The witnesses testifying 
on behalf of the Commission made a 
more comprehensive examination of 
this unclassified account and deter- 
mined that there was therein included : 
three parcels 7 not carried in the classi- 
fied “Land” account, and for which 
approximate cost figures were given; 
a portion of the cost of the merged 
subsidiary structures; and a portion 
of the cost of certain substation equip- 
ment. 

Obviously, the book amounts ap- 
pearing in the fixed capital accounts 
of the Westchester Lighting Compa- 
ny do not represent the original cost 
of its property, though a specific ad- 
mission of this fact by the company’s 
witnesses was very difficult to obtain, 
notwithstanding that, at the initiation 
of this proceeding, counsel had ad- 


7 Parcels 9, 15, 40. 
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mitted that the book balances in the 
fixed capital accounts of the company 
did not represent original cost. 


Original Cost 


At that time, counsel also stated 
that the company would establish the 
original cost of its physical property. 
Although more than two years have 
elapsed, the company has not present- 
ed complete evidence with respect to 
the original cost of its property. 

The only evidence tending to estab- 
lish original cost is contained in the 
many exhibits presented by witnesses 
testifying on behalf of the Commis- 
sion. In these exhibits, the adjust- 
ments made were essentially three- 
fold; restoration of accrued amortiza- 
tion; adjustment of recorded with- 
drawals of the merged (Case No. 
5802) property; adjustment of re- 
maining appraisal determination 
(Cases Nos. 2285 and 3833) balances 
to approximate original cost. 

The first restored to the accounts 
affected, “Poles, Towers, and Fix- 
tures,” “Overhead Conductors,” and 
“Catskill Aqueduct Transmission 
Line,” the credits made by the com- 
pany through its practice of amortiz- 
ing over the period of usage provided 
for through contract with the city of 
New York, such of its 132-kilovolt tie 
line and other transmission facilities 
as are located on the Catskill aqueduct 
right of way belonging to the city. 

The second adjusted certain of the 
retirements of property of the two 
subsidiaries merged in 1929, recorded 
by the company on the basis of the 
appraisal submitted in Case No. 5802, 
and not on the basis of the merger 
entries at book amounts. 

The third involved several adjust- 
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ments. Original cost was substituted 
for the appraisal balances remaining 
on the books in the accounts “Catskill 
Aqueduct Transmission Line,” “Gen- 
eral Equipment,” and, where original 
cost was ascertainable, in the accounts 
“Land” and “Structures.” The book 
balance of December 31, 1925, in the 
account “Engineering and Superin- 
tendence’’ and of such construction 
overheads as had been capitalized by 
the company prior to 1925 was re- 
stored, while the hypothetical ‘‘Engi- 
neering, Superintendence, etc.” over- 
head was eliminated from the ac- 
counts “Underground Conduits,” 
“Overhead Conductors,’ ‘“Under- 
ground Conductors,” “Line Trans- 
formers and Devices,’ ‘Consumers’ 
Meters,” and, to a minor degree, 
“Street Lighting Equipment.” In 
other accounts, this hypothetical ap- 
praisal overhead was not eliminated, 
since it could not be definitely deter- 
mined that the base appraisal figure 
included all such overheads as the 
company had previously capitalized. 
In the accounts “Line Transformer 
Installation’ and ‘‘Meter Installation” 
the December 31, 1925, book balance 
was substituted for the appraisal bal- 
ance, thus eliminating those costs 
which the company had originally 
charged to operating expenses. All 
of the remaining hypothetical “Inter- 
est during Construction” overhead 
was eliminated. 


The adjustments by witnesses tes- 
tifying on behalf of the Commission 
with respect to the (Cases Nos. 2285 
and 3833) appraisal balances were 
made the subject of prolonged cross- 
examination by counsel for the com- 
pany. While no errors were brought 
out by such cross-examination, the 
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purpose thereof and the company’s 
position in the matter was made clear 
by the extended objections raised by 
counsel to the acceptance of the exhib. 
its. In such objections, counsel con- 
tended essentially that the exhibits 
were deliberate attempts to violate the 
company’s rights under the Four- 
teenth Amendment to the Constitution 
of the United States and a direct ef- 
fort “to impeach” and destroy the 
Commission’s determination in Cases 
Nos. 2285 and 3833. 


Can it be that counsel for the com- 
pany seriously contended that the 
Commission is forever estopped by 
law from reconsidering any prior de- 
termination for any purpose whatso- 
ever? When a prior finding of the 
Commission in respect to securities, 
fixed capital, accounting  classifica- 
tions, rates, or any other matters ad- 
versely affected the company or its 
affiliates, counsel has usually felt quite 
free to contend strenuously and at 
length that the Commission should re- 
vise its decision in accordance with 
new or corrected factual evidence pre- 
sented. That is all that has been done 
in the present case. Is the principle 
to be applied consistently in all such 
matters or only when it is in the com- 
pany’s favor? 

[4] Admittedly, what is on the 
company’s books is not original cost. 
The mere fact that the items in ques- 
tion were placed on the books of the 
company by order of the Commission 
in a capitalization proceeding is not 
binding in a rate determination, where 
actual original cost is one of the im- 
portant factors to be considered. 

[5] Besides objecting to the substi- 
tution of original cost for the appraisal 
determination remaining on the com- 
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pany’s books, the justification of which 
is obvious, counsel also objected to the 
elimination of the hypothetical over- 
heads and of installation costs of line 
transformers and meters in years 
prior to 1924, and to the failure to 
consider replacement of certain prop- 
erty of like size and kind. In other 
words, counsel contended that certain 
costs of property presently used and 
useful in supplying electric service 
to the consumer, which costs were 
charged to operating expenses, are not 
represented in the results determined 
by the witnesses testifying on behalf 
of the Commission. 

What changes, if any, should be 
made in these results? The operating 
expenses appearing in the sworn re- 
ports of the company to the Commis- 
sion were certified by an officer of the 
company as true operating expenses 
of the company year by year. There- 


fore, following the company’s conten- 
tion to its logical conclusion, in includ- 
ing in operating expenses costs which 
should have been charged to fixed cap- 
ital, the company has filed and cer- 


tified to inaccurate statements not 
merely in one year but over a period 
of many years. 


In applying the Uniform System of 
Accounts under which it was operat- 
ing, the company had to determine 
currently what were operating charges 
and what were fixed capital charges. 
In making such a determination the 
company had the full facts before it 
at the time. Now, apparently, the 
company contends that it should right- 
fully and lawfully be permitted again 
to revise its operating expenses and 
transfer to capital what it originally 
said was an operating charge. 

In my opinion it would be unequita- 
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ble and thoroughly unjust to permit 
the company now to earn a return on 
those costs which the company has al- 
ready recouped through operating ex- 
penses. For the purposes of approxi- 
mating the original cost of this com- 
pany’s property, I believe accountant’s 
treatment is correct, in removing from 
the fixed capital accounts all instal- 
lation, replacement, or construction 
overhead costs which, as currently in- 
curred, the company considered were 
proper operating expenses. Were this 
treatment not followed, the company 
would be permitted to collect for the 
same property twice, once when the 
charges were made to operating ex- 
penses and again through its rate 
base. 


At the risk of repetition, the atti- 
tude of the company must again be 
emphasized. Notwithstanding coun- 
sel’s promises at the initiation of this 
proceeding, the company has made 
little effort to codperate in identifying 
such of its property as is not used and 
useful in public service and has pre- 
sented no complete evidence as to the 
original cost of its property. 

The Commission’s requirements in 
the Uniform System of Accounts 
with respect to continuing property 
records should rectify many of the in- 
consistencies now appearing in the 
fixed capital accounts of the company, 
but verification and approval by the 
Commission will be required. 


Depreciation 


The company’s “Retirement Re- 
serve,” together with the “Contingen- 
cy Reserve” combined therewith dur- 
ing 1935, for all property was only 
about a third of the depreciation 
found by a company witness for prop- 
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erty used in the rendition of electric 
service and approximately one fifth of 
that found by a witness testifying on 
behalf of the Commission. 


[6] The company has followed 
what is known as “retirement expense 
accounting.” The method has no ex- 
act factual basis, the annual charge to 
operating expenses being fixed by the 
then existing management. In the- 
ory, this charge is designed to offset 
the loss experienced on retirement of 
property, the method assuming that 
this loss—book cost plus removal cost 
less salvage—does not occur until ac- 
tual retirement. In practice, the an- 
nual charge is arbitrary, being in- 
creased or decreased when the reserve 
becomes too small or too large in the 
opinion of the management. Of 


course, the reserve could be built up 
beyond the existing depreciation, but 
normally this method results in an in- 


sufficient reserve, as is the case with 
this company. 

Exhibits and testimony were pre- 
sented in this proceeding on the sub- 
ject of depreciation by two engineers, 
one testifying on behalf of the Com- 
mission and the other on behalf of the 
company, each amply qualified by edu- 
cation and wide experience. 

While the company’s presentation 
purported to give effect to all causes 
of depreciation, its basis was the “‘ob- 
served” method and cross-examina- 
tion established the fact that, generally 
speaking and except for the considera- 
tion given to the obsoleteness of a 
few transformers and the established 
change in the demand with respect to 
one feeder line, the result resolved it- 
self into an estimate of the existing 
deterioration in the property. There 
were other limitations. Depreciation 
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was defined as “loss in value.” But 
“value” was not found. Book bal- 
ances, unadjusted and also adjusted to 
approximate original cost, were as- 
sumed to represent the reproduction 
cost new or the “undepreciated value” 
of the property. Condition factors 
were weighted on the basis of an in- 
ventory and an estimated tentative re- 
production cost neither of which had 
been presented in this proceeding. 
Such condition factors were applied to 
book balances and adjusted balances 
on the assumption that these “repre- 
sented reproduction cost to which that 
weighted average condition factor 
could be applied.” No study was 
made of what physical property was 
represented in the book amounts or 
adjusted balances which were depre- 
ciated, nor whether the inventory 
classification corresponded to the book 
classification. It was admitted that if 
the book balances or adjusted balances 
did not represent reproduction cost 
new—and no proof was offered that 
such was the case—then the results 
determined did not represent the ex- 
isting depreciation. 

The presentation on behalf of the 
Commission was on the basis of the 
“straight-line” or “age-life” method 
and the adjusted balances were depre- 
ciated as representing approximately 
the original cost of the property at the 
time of installation. The overall serv- 
ice lives of the different classes of 
property were estimated on the basis 
of judgment and experience, together 
with turnover cycle data prepared by 
the Commission’s staff from the com- 
pany records and thorough knowledge 
of the property, methods, and practices 
of the company. It was established 
that some of the property of the com- 
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pany was of such recent type and con- 
struction that similar property had not 
experienced its full service life (com- 
plete life cycle) either in the opera- 
tion of this company or in the service 
of any company, except in so far as 
the partial life cycle of such property 
gave some indication of the complete 
cycle. No specific allowances were 
made for salvage but it was proven 
that, were specific allowances as- 
signed, the result would not be ma- 
terially affected. The age of the prop- 
erty was determined factually for 
structures, substation equipment, 
transmission facilities, automotive 
equipment, and for certain patent 
rights; on other property groups the 
weighted average age was determined 
by assuming that such retirements, as 
have been made, were applicable to the 
first property installed. Naturally, 
the resultant weighted age is too low, 
though to what extent is unknown, so 
that the resultant accrued depreciation 
is too small by whatever variation 
there may be between actual age and 
the weighted average age thus cal- 
culated. 


Working Capital 


[7] In a number of cases this Com- 
mission has found that where all the 
facts are available, the amount of 
working capital on which consumers 
are asked to pay a return should not 
exceed the funds or capital actually 
advanced by the company for the eco- 
nomical conduct of business during 
the period it is awaiting reimburse- 
ment from its consumers. Up to the 
present time no other testimony has 
been presented on the subject which 
would warrant any other conclusion. 
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This concept of working capital should 
be adhered to in this determination. 

The testimony and evidence pre- 
sented by a witness testifying on be- 
half of the Commission followed this 
doctrine. While certain corrections 
to this study are necessary, consistent 
with adjustments in operating reve- 
nues, expenses, and taxes, the record 
provides the data required. 

The company studies, purporting to 
represent the “average current assets 
employed” in the electric business, 
about doubled the estimate presented 
on behalf of the Commission and 
would require the consumers to pay 
a return on an amount equivalent to 
over six months operating expenses, 
excluding taxes and retirement ex- 
pense. In other words, the company 
claimed that it was required to pro- 
vide working capital for over six 
months before receiving any reim- 
bursement from consumers. The rec- 
ord showed that this was absurd, as 
the actual period in 1934 was less 
than sixty days (S. M. 2111-2). 
The duplications and inconsistencies 
in the company’s estimates make them 
of little or no probative value. 


Operating Revenues and Expenses 


In addition to the company’s an- 
nual reports to the Commission re- 
ceived in evidence by reference, and 
five exhibits were presented and re- 
ceived dealing with the operating rev- 
enues and revenue deductions of the 
electric department of the company. 

The electric revenues and operating 
expenses of the Westchester Lighting 
Company are affected to a major de- 
gree by many affiliated company 
transactions. Charges and eredits are 
apportioned among the various Con- 
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solidated Edison System companies. 
All of these apportionments are in- 
volved and many are very complicat- 
ed. Certain apportionments are cov- 
ered by contract and others apparently 
have no contractual basis—at least no 
written one. These closely affiliated 
companies do not deal at arms’ length 
with each other in these transactions, 
as the record indicates a spirit of un- 
questioning codperation and acqui- 
escence that would be admirable in 
any family group. 

All of these apportioned billings 
seem to have been accepted by the 
company without any adequate verifi- 
cation or understanding. The reason 
is obvious. Although the operating 
revenues and expenses of the West- 
chester Company are materially affect- 
ed, its controlling interests are little 
concerned with interaffiliated trans- 
actions. The mythological Hydra 
doubtless cared little which one of 
its many heads actually sent food to 
its maw—as long as its enormous ap- 
petite was satisfied. 

No doubt this is what a company 
witness had in mind when he an- 
swered under general cross-examina- 
tion on interaffiliated apportionments 
(S. M. 4604): “. all I can say 
is that on account of the 60-cycle pool 
facilities agreement it operates the 
same for one company as for the oth- 
ers, so it is ample. We would pay no 
more than that which we would get. 
We could not hope to get any more 
than they paid.” 

During 1934, and prior thereto, the 
billing of the most important appor- 
tioned charges to the various affiliated 
companies was handled by The Unit- 
ed Electric Light and Power Com- 
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pany.® By stipulation of counsel 3 
number of exhibits and considerable 
testimony presented in Case No, 
7606 ® (6 P.U.R.(N.S.) 132) dealing 
with the billing arrangements and 
contracts under which the United 
Company acted as agent, were made 
a part of the record by reference. 

Generally speaking, the carrying 
charges on jointly used property had 
been calculated at 124 per cent intend- 
ed to provide for; a return of 8 per 
cent; 1 per cent for Federal income 
tax; 24 per cent for all other taxes; 
and 1 per cent for retirement expenses, 
In certain instances, $ per cent instead 
of 1 per cent for retirement expense 
was used, making the overall carrying 
charge 12 per cent. This method of 
determining carrying charges was in 
effect during 1935 and prior thereto. 
Starting January 1, 1936, an overall 
rate of 9} per cent has been used, 
comprised of 54 per cent for re- 
turn, 34 per cent for taxes and in- 
surance, and 4 per cent for retire- 
ments, except that major retirements 
during any year will be treated sepa- 
rately as individual items. It was 
decided to use a 54 per cent return in 
the intercompany billings during 1936 
since this was the overall return real- 
ized—according to affiliated company 
computations not detailed in the rec- 
ord—by all of the companies from 
their electric operations during the 
year 1935. 

Even this testimony given by execu- 
tives of affiliated companies rather 
than of the Westchester Company, in 





8 Since merged with The New York Edison 
Company to form The New York Edison 
Company, Inc. 

9Case No. 7606—Proceeding on motion of 
the Commission as to the rules, rates, etc., of 
The Yonkers Electric Light and Power Com- 


pany. 
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another proceeding, does not fully 
substantiate the involved basis of ap- 
portionments employed. _ Further- 
more, this testimony deals only with 
those interaffiliated billings for which 
the United Company acted as agent. 
The Westchester Company’s electric 
operating revenues and expenses also 
embraced credits and charges result- 
ing from apportioned billings from 
The Bronx Gas and Electric Company 
to the Westchester Lighting Compa- 
ny, The New York Edison Company 
to The Yonkers Electric Light and 
Power Company, as well as charges 
billed to the Yonkers Company from 
the Westchester Company and re- 
received by the Westchester Company 
from the Yonkers Company. No di- 
rect testimony was offered by the com- 
pany with respect to any of these in- 
tercompany billings. Cross-examina- 


tion of company witnesses brought 
out many incomplete and inconclusive 


answers. Only the exhibits and testi- 
mony presented on behalf of the Com- 
mission detailed these various billings 
but, of course, did not attempt to jus- 
tify the various apportionment bases 
employed, merely setting forth the 
facts as developed from the billings. 
Any examination as to the carrying 
charges or their apportionments re- 
quires investigation of the property, 
books, and records of every company 
involved. 

[8] Such examination would not be 
necessary were the company to pre- 
sent evidence in substantiation and 
justification of the methods and appor- 
tionments used. Certainly the burden 
of proof is upon the company. It has 
carried its burdens lightly—mostly by 
ignoring them. 

In considering rates for the future, 


effect must be given in so far as pos- 
sible to future conditions. The 
changed carrying charges now in ef- 
fect alter the revenue account “Rent 
from Property Used in Operations” 
and the expense accounts “Production 
Expenses” and “Rentals.” Other ad- 
justments are also necessary. 

[9, 10] The revenues received from 
not used and useful property must be 
eliminated. For example, the elimina- 
tion of the not used and useful portion 
of the transmission line right of way 
from the rate base is more than off- 
set by the corresponding reduction 
necessary to the company’s reported 
operating revenues. Obviously, it 
would be to the advantage of the con- 
sumers of the Westchester Lighting 
Company to retain this right of way 
in the rate base together with the cor- 
responding revenues. However, nei- 
ther the consumers of the Westchester 
Company nor those of any affiliated 
company should be required to pay a 
return on this not used and useful 
property. 

Likewise, the charges and credits 
appearing in the 1934 “Production 
Expenses” with respect to the compa- 
ny’s obsolete generating plants, now 
withdrawn, should be eliminated. 
Such plants were consisdered part of 
the generating capacity of the system 
up to May, 1934, and theretofore, 
affiliated companies paid carrying 
charges thereon. The fact that the 
generating capacity of the system for 
many years has been about double the 
maximum load on the system leads 
one to wonder how many other not 
used and useful plants are still con- 
sidered as a “used and useful” part of 
the system. 

[11] Another necessary considera- 
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tion in fixing rates for the future is 
the substitution of an annual charge 
for depreciation, consistent with the 
accrued depreciation, for the “Retire- 
ment Expense” reported. 

[12] The amounts charged to the 
electric department account ‘“Regula- 
tory Commission Expense” have in- 
creased tremendously over the past 
two years. 


Miscellaneous 


It is generally desirable to charge 
the necessary costs of a rate proceed- 
ing to “Regulatory Commission Ex- 
pense” over a period of years. Such 
costs, to some extent may be paid by 
the consumers through the rates for 
electric service. However, the situa- 
tion with respect to the continuing 
property records costs is somewhat 
different. The necessity for adequate 
records is particularly pronounced 
with this company. The benefit of 
such records, if properly prepared, 
will accrue to the company over a long 
period of years and possibly should be 
amortized over this period or other- 
wise charged off. Furthermore, the 
company will be called upon to fur- 
nish complete detail and substantia- 
tion of such costs—something which, 
as yet, it has not bothered to do. 
When the proper costs of the com- 
pleted records have been substantiated 
in detail to the Commission by the 
company, a decision as to the manner 
in which such costs should be charged 
by the company will be possible. 

A number of other adjustments are 
necessary to the reported operating 
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revenues and expenses, as developed 
in the record, both eliminations fo; 
improper charges and alterations ty 
approximate future conditions. 

[13, 14] The company charged the 
state excess dividends tax and the 
Federal capital stock tax to operating 
taxes. The first is a tax based upon 


the dividends paid and clearly should 
be borne by the stockholders receiving 


Continuing 


Case 8236 Property Records Total 


$341,119.30 


191,550.25 462,790.04 


the dividends. The second is a tax 
upon the stated value of the capital 
stock. The company’s stock being of 
no par value, its stated value for taxa- 
tion purposes is determined by com- 
pany officials who no doubt were 
mindful of the possible necessity of 
paying an excess profits tax based on 
the net income over a certain percent- 
age of the stated value—no such tax 
was paid by the company. It is ques- 
tionable as to whether or not the cap- 
ital stock tax, being based on capital- 
ization, reserves, and such surplus as 
is not distributed through dividends, 
should not also be borne by the stock- 
holders. Certain taxes have been dis- 
continued, and others, notably the 
Federal income tax, altered. Social 
security taxes became effective in 
1936. The adjusted operating income 
to be considered in fixing rates must 
be determined, giving effect to all of 
these altered conditions known to be 
operative in the future. 

The new promotional rates affected 
the operating revenues for the last six 
months of 1935, and adjustment is 
necessary to put the result of the er- 
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RE WESTCHESTER LIGHTING CO. 


tire year’s operation on a comparable 
basis. 


Discussion 


Rate reductions have already been 
made in Westchester county through 
rates becoming effective June 1, 1935. 
The company at that time estimated 
the extent of such reductions. 

However, the company’s estimate 
of the effect on revenues could be fixed 
oily within wide limits, since these 
new promotional rates were a combi- 
nation of both the “immediate” rates 
and the “inducement” rates, one con- 
ditioned upon the other, with the lat- 
ter being immediately available only 
upon increased consumption, but even- 
tually to become the general rates, 
“not later than December 31, 1937.” 


Based upon 1934 consumption, the 
company’s estimate of the reduction 
to residential, commercial, and other 
general customers in Westchester 
county fell within these limits: For 
customers within S. C. Nos. 1 and 25, 
amaximum of $1,842,717 through 
“inducement”’ rates, of which at least 
$759,211 was to be realized at once 
through the “immediate” rates; for 
customers within S. C. Nos. 1 and 25, 
together with other customers who 
might transfer to these from S. C. 
Nos. 3, 4, and 5, a maximum of 
$1,890,117 through “inducement” 
tates, of which at least $954,411 was 
to be realized at once through “imme- 
diate” rates. 


According to the company, the re- 
duction in revenues amounted to about 
$550,000 during the last six months 
of 1935, with the combined “immedi- 
ate” and “inducement” features both 
operative or, as the company estimat- 
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ed on this basis, a reduction of 
$1,100,000 annually. 

It follows that the introduction of 
the promotional rates, with their “im- 
mediate’ and “inducement” features, 
had the effect of reducing revenues by 
only $145,000 more than the contem- 
plated reduction due to the introduc- 
tion of “immediate” rates alone, even 
though the “inducement” rates were 
used by a substantial number of cus- 
tomers. 

The two service classifications, No. 
1 for residential users and No. 25 for 
commercial and other general users, 
primarily affected by the promotional 
rates, directly concern the majority of 
the consumers of the company. It 
was expected that consumers under 
other service classifications would find 
it desirable and economical to transfer 
to the promotional rates, and experi- 
ence has substantiated at least in part 
such expectation. Apart from the 
promotional rates, the company also 
made reductions to certain govern- 
mental and religious users. 

However, the evidence presented in 
this proceeding clearly shows that the 
customers of this company are entitled 
to a reduction in electric rates consid- 
erably in excess of the $1,100,000 es- 
timated by the company as the effect 
of the first six months’ experience 
under its “immediate” and “induce- 
ment” rates which became operative 
July 1, 1935. Its experience and the 
evidence herein developed, in my opin- 
ion, amply justify additional reduc- 
tions of as much as $650,000 or a 
total of approximately $1,750,000, 
based upon the experience of the year 
1935 in particular. 

Consumption has increased in part 
because of general bettered economic 
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conditions and in part because of the 
effect of the promotional rates. How- 
ever, such promotional rates were op- 
erative for only the last six months of 
1935 and were they continued, the ob- 
jective features would no doubt bring 
about increased consumption and con- 
sequent increased revenues with little 
change in expenses. But the natural 
sequence of lower rates with increased 
consumption and increased income, 
would be materially hastened, were 
the conditional features removed and 
the “inducement” rate made available 
to all consumers regardless of current 
or prior usage. 

The full effect of the “inducement” 
rate was estimated by the company as 
a reduction of about $1,890,000 based 
upon 1934 consumption. Obviously 


with the increased consumption al- 
ready experienced and the further in- 
creases to be expected, the variation 


between this estimate of the company 
and the reduction substantiated by the 
present record is very minor. 

To continue this proceeding to com- 
pletion and to fix permanent rates 
would require the receipt of addition- 
al testimony and evidence on the re- 
production cost new of used and use- 
ful property—probably both by the 
company on its own behalf and by the 
Commission on behalf of the public— 
depreciation with respect thereto, rate 
of return, as well as completion of the 
testimony on and possible additional 
evidence relating to the market value 
of land and going value. Judging 
from past experience, at least another 
two years would probably be con- 
sumed in the presentation of this nec- 
essary material, which in turn would 
require that the operating revenues, 
expenses, and any changes during this 
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period be investigated and evidence 
presented thereon to bring them dowy 
to the date of the final determination, 
With this in mind a hearing was 
scheduled and attendance on the part 
of the interested parties and communi. 
ties in Westchester county invited, 
It was there announced that the Com. 
mission was tentatively considering 
the possibility of ordering the “ip. 
ducement”’ rates to be put into effec 
immediately, and, if such order were 
accepted by the company, of terni- 
nating this proceeding. No objection 
was made by any of the interested 
parties or their representatives, 


Recommendations 


At a meeting of the Commission 
held on August 4, 1936, a new pro- 
ceeding was instituted with respect to 
the verification of the continuing 
property records now in process of 
completion by the company. The 
company will be given an opportunity 
to submit those continuing property 
records and the pricing thereof which 
will be the subject of further proof 
and final order of the Commission. 

Therefore, I recommend that the 
company be ordered to advance the ef- 
fective date of the so-called “induce- 
ment” rates to September 1, 1936, and 
to make such rates available to its 
consumers, irrespective of previous 
consumption. If the company accepts 
this order, this present proceeding 
should be discontinued. 

The rates ordered compare with the 
present rates as follows: 


Residential and Religious Service: 
Service Classification Nos. 1 and 26 
Rates to be ordered: 
First 10 kw. hr. or less per month, $1.00 
Next 40 “ “ per month, 5¢ 
aa a 
Over 200 “ “ “ “ 2 
Minimum charge, per month, $1.00. 


“ & 
“ “« « 
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RE WESTCHESTER LIGHTING CO. 


Present rate: 
A. Immediate rate 
First 8 kw. hr. or less per month, $1.00 
ae per month, 7 per kw. hr. 
Next 100 “ xe 
Over 200 “ “ “cc “ = “ “ “ 
B. Inducement rate 
First 10 kw. hr. 
Next 40 “ “ 
Next 150 “ “ 
Over 200 “ “ “ “ 2¢ “ “ “ 
Minimum charge, per month, $1.00. 


or less per month, $1.00 
per month, aa per kw. hr. 


General Commercial Service: Service 
Classification No. 25 

Rates to be ordered: 
First 10kw.hr. or less per month, $1.00 
Next 190 “ “ per month, 6¢ per kw. hr. 
Next 2,800 “ “ “ee “ 5¢ “ “ “ 
Over 3,000 “ “ “ “ 4¢ “ee “ ity 
Minimum charge, per month, $1.00. 


Present rate: 

A. Immediate rate 
First 10kw. hr. or less per month, $1.00 
Next 190 “ “ per month, 73¢ per kw. h-. 
Next 800 “ “ “ “ 7¢ “ “ oe 
Next 2,000 “ “ “ ity 5¢ “ “ “ 
Over 3,000 “ “ “ “ec 4¢ “ “ “ 


B. Inducement rate 

First 10kw. hr. or less per month, $1.00 

Next 190 “ “ per month, 6¢ per kw. hr. 

Next 2,800 “ “ = By ce ee 

Over 3,000 “ “ “ “ “ ity 

Minimum charge, per inate y. 00. 

The rate proposed is the same as the 
present inducement rate so that all 
customers will be given the benefit of 
this rate irrespective of whether or 
not they have increased their con- 
sumption. All bills above the mini- 
mum charge will be reduced except 
for those customers who are already 
receiving the benefit of the induce- 


Residential and Religious 


Kw. Hr. Present 
per 
Month Rate 
$1.00 
1.50 
2.50 
4.13 
7.50 
10.75 
15.75 


ment rate. In all, about 71 per cent 
of the residential bills and 57 per cent 
of the commercial bills will be re- 
duced. Others will remain unchanged. 

Monthly bills under the present and 
proposed rates are shown in the table 
at the bottom of this page. 

Based on billings for the twelve 
months ending June 30, 1936, it is es- 
timated that the total savings to con- 
sumers over rates now in effect will 
be approximately as follows: 
Residential—S. C. No. 1 


Commercial—S. C. No. 25 
Religious—S. C. No. 26 


Total Annual Savings 


This is in addition to the savings of 
approximately $900,000 per year 
made by the company’s “immediate” 
rate and $300,000 more due to the ef- 
fect of the “inducement” rate up to 
July 1, 1936. Thus, assuming no fur- 
ther increase in use, consumers of this 
company in Westchester county will 
save nearly $2,000,000 in the next 
year compared with rates in effect 
prior to June, 1935. 

As already pointed out, the two 
service classifications primarily affect- 
ed directly concern the majority of the 
consumers of the company. Other 
service classifications, particularly 
those affecting power and wholesale 


Commercial 
Present 


Immediate Inducement Ordered Immediate Inducement Ordered 


Rate 
$1.00 
1.00 
1.60 
2.80 
4.90 
9.40 
14.90 
27.40 
52.40 
77.40 


Rate Rate 


$1.00 
1.00 
1.75 
3.25 
5.88 
11.50 
18.75 
36.25 
71.25 
96.25 
171.25 
251.25 


Rate 
$1.00 
1.00 
1.50 
2.50 
4.13 
7.50 
10.75 
15.75 


$1.60 
2.80 
4.90 
9.40 
14.90 
27.40 
52.40 
77.40 
152.40 152.40 
232.40 232.40 
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commercial customers appear to be at 
variance with similar classifications in 
effect in other territories contiguous 
to those of this company. However, 
some of these commercial customers 
have found it to their advantage to 
transfer to Service Classification No. 
25, and no doubt others will in the 
future. After a suitable period to de- 
termine the number of these transfers 
and their effect on the company’s rev- 
enue, the attention of the company 
should be directed to the downward 


revision of these classifications to 
make them consistent with those jn 
adjoining communities and with other 
rates of the company. 

Chairman Maltbie, Commissioners 
Lunn and Brewster concur, Commis. 
sioner Brewster stating: “I vote Aye 
for the Memorandum of Commission- 
er Burritt with reservation as to the 
statement regarding capital stock 
tax.” 

Commissioner Van 
present. 


Namee not 





NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


A. Kraft 


Otter Tail ana Company 


[Case No. 3526.] 


Rates, § 313 — Combined billing — Single ownership — Separate businesses. 
1. A customer who owns a building in which are located a hotel and café 
and a drug store, both operated by him, should be given an electric rate 
based upon single billing of the total amount of current used in the entire 
building instead of separate billing for the drug store and for the hotel 
and café; and the current used for a small space occupied by a barber shop, 
the rental for which includes lighting, should be considered the same as 
that used in a room in the hotel and be measured and included with that 
used by the other businesses in the building, p. 321. 


Reparation, § 18 — Overcharges — Combined billing. 
2. An electric utility company which has improperly installed two meters 
to measure current to a single operator of separate businesses in a building 
owned by him should make adjustment to the single billing basis beginning 
with the first bills paid under the 2-meter system, p. 321. 


[September 18, 1936.] 


Brposierniege against use of two meters in measuring electric 
service; complaint sustained. 


McDonNELL, Commissioner : 


On | 


Hoople, North Dakota, made com- 


December 5, 1935, Mr. A. Kraft, of --plaint to this Commission to the effect 
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KRAFT v. OTTER TAIL POWER COMPANY 


that the Otter Tail Power Company 
was using two electric meters in 
measuring electric service furnished 
him, and making a minimum charge 
on each, the same as though for two 
separate customers. He alleged that 
he owned a building in Hoople, own- 
ing and operating a drug store, and 
a hotel and café therein, and believed 
he was entitled to an electric rate, 
based on the total amount of service 
furnished. The matter was taken up 
with the Otter Tail Power Company 
and it claimed that the drug store and 
hotel and café were two separate 
business establishments, under sepa- 
rate ownership and management. Be- 
ing unable to effect a settlement of 
the dispute by informal means, the 
case was docketed under Formal Case 
No. 3526, and set for hearing at 
Hoople, North Dakota, on Wednes- 
day, June 17, 1936, at 10 o'clock 
AM. Interested parties were notified 
and hearing held according to no- 
tice. 

A. Kraft, Hoople, North Dakota, 
appeared and testified in his own be- 
half. No appearance was made for 
the Otter Tail Power Company. 

[1, 2] Mr. Kraft testified that he 
has lived in Hoople since 1902; owns 
a building there in which a drug store, 
a hotel, and café are located; owns 
and operates the three business enter- 
prises; rents a small space for a bar- 
ber shop, the rental ($8.50 per 
month) covering the space, light, and 
heat. The rental is uniform the 
year around. 


He took over the building and busi- 
nesses located therein on January 27, 


1923. At different times the hotel 
has been leased to others, but electric 
service, furnished by the Otter Tail 


[21] 321 


Power Company, was furnished 
through one meter. The latest lease 
on the hotel expired June 7, 1932, and 
since that time Mr. Kraft has operated 
the drug store, hotel, and café. 
Sometime in November, 1935, an 
inspector of the power company 
checked the electric installation and 
told Mr. Kraft that it would be nec- 
essary to install another meter and 
handle and charge for electric service 
as for two separate customers—one 
for the hotel and café, and one for 
the drug store. Mr. Kraft protested 
that arrangement since it would in- 
crease his bills to a considerable ex- 
tent, but the company at its own ex- 
pense changed the wiring to provide 
for two meters and beginning with 
bill paid December 5, 1935, has col- 
lected on basis of two meters. 


No one appeared for the Otter Tail 
Power Company, although it had no- 
tice of the hearing in ample time to 
arrange for representation. 

It is not necessary to go into a 
detailed explanation of the effect on 
electric bills of using two meters and 
billing each one separately. It is well 
known that it simply doubles the 
steps and if less than an amount suf- 
ficient to equal the minimum charge 
is used through either or both meters, 
the customer is penalized, if the total 
amount would exceed the minimum 
on one meter. 

There appears to be no question 
whatever that Mr. Kraft owns the 
building in question and is the sole 
owner, operator, and manager of the 
hotel and café, and the drug store. 
Since the rental for the small space 
occupied by the barber shop includes 
lighting (the rental charge being uni- 
form the year round indicates that 
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lighting is not considered separate) 
the current used in the shop should be 
considered the same as that used in a 
room in the hotel and be measured 
and included with that used by the 
other businesses in the building. 

We have carefully considered this 
case and are of the opinion and find 
that Mr. Kraft is the sole owner, op- 
erator, and manager of the hotel and 
café, and drug store in question and 
‘of the building in which they are lo- 


cated; that the current used in the 
barber shop should for billing pur- 
poses be combined with that used else. 
where in the building, and that Mr. 
Kraft should be given an electric rate 
based upon single billing of the total 
amount of current used in the entire 
building; and that an adjustment to 
that basis should be made beginning 
with the first bills paid under the 2- 
meter system, and 

It is so ordered. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Public Service Corporation 


[CA-186.] 


Monopoly and competition, § 54.1 — Electric utilities — Operation of codperative 


organizations. 


An electric utility company should be authorized to make a rural service 
extension where prospective customers desire such extension, notwith- 
standing the fact that a codperative electric association is in the process 
of development in an area near-by but beyond a forest preserve, where 
the codperative is of sufficient size to obtain a loan from the Rural Elec- 
trification Administration even with the loss of prospective customers along 


the extension. 


[August 28, 1936.] 


| gets of electric utility corporation to extend line in rural 
territory; extension authorized. 


¥ 


By the Commission: Under date 
of July 9, 1936, Wisconsin Public 
Service Corporation submitted to the 
Commission a proposal to construct a 
rural extension from an existing ru- 
ral line north of the city of Merrill 
to the unincorporated village of Irma, 
for a total distance of approximately 
13 miles. 


Upon receipt of objection to the 
proposed extension, filed July 21, 
1936, by Orland S. Loomis, director, 
Rural Electrification Codrdination, 
the Commission, under Rule 4 (b) of 
its general order 2-U-965 (14 
P.U.R.(N.S.) 25) issued a notice of 
hearing and order for assessment of 
costs, hearing being held in the state 
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RE WISCONSIN PUBLIC SERVICE CORPORATION 


capitol, Madison, on August 11, 1936. 
The following appearances were en: 
tered at the hearing: Wisconsin Pub- 
lic Service Corporation, by M. H. 
Montross, Division Manager, Mil- 
waukee, Rev. E. Manns, Irma, and 
Harry Moody, Irma; Rural Electrifi- 
cation Codrdination, by B. W. Huis- 
kamp, Attorney, Madison; Hans P. 
Peterson, Gleason, and F. W. Keune, 
Chairman, Gleason. 

The extension proposed by the 
company in this proceeding will, if 
constructed, either render service or 
make service directly available, to 
practically all farmers in a narrow 
farming area between Irma and Mer- 
rill, as well as in the village of Irma 
itself. An uninhabited area approx- 
imately 5 miles wide, which was cre- 
ated a forest preserve by a county 
zoning ordinance adopted December 
5, 1934, extends roughly north and 


south to the east of the proposed ex- 


tension. To the east of this forest 
area, however, in the towns of Rus- 
sel and Schley, there exists a fairly 
densely populated farming region 
which does not now have service. In 
this area a codperative electric asso- 
ciation has been in the process of de- 
velopment since March, 1936. 


Wisconsin Public Service Corpora- 
tion requests permission to construct 
its proposed line to Irma at the earli- 
est possible date. The Rural Electri- 
fication Codrdination office requests 
that the application be denied on the 
grounds that the codperative project to 
the east contemplates incorporating 
the proposed extension in its own pro- 
gram, by running a connecting line 
west to Irma along a fairly well pop- 
ulated highway. It further alleges 
that the exclusion of this extension 
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from the codperative program will 
endanger the codperative’s successful 
completion and operation. 

The company testified that at the 
time of the hearing it had in its pos- 
session signed contracts for service 
executed by fifteen farmers along the 
proposed extension and eighteen resi- 
dents of the village of Irma. The to- 
tal cost of the line, including overhead 
costs, was estimated at $12,309 and 
a work order issued on that basis. In 
accordance with its filed extension rule 
the company estimates that four 
years’ revenue from this number of 
customers will justify the extension. 

A company witness testified further 
that in addition to the thirty-three 
contracted customers, they had been 
assured of immediate contracts by 
from twelve to fifteen other custom- 
ers who had not as yet signed. There 
are actually a total of sixty-seven po- 
tential customers along the route and 
in Irma, including those who have 
signed and those who have promised 
to sign contracts. 

Witnesses testified at the hearing 
that the codperative project has ob- 
tained signatures indicating interest 
on the part of some 172 farmers on 
54.5 miles of road. These figures in- 
clude the village of Irma, where the 
codperative has seven signatures as 
compared with the company’s eighteen 
contracts. The figures do not, how- 
ever, include the mileage from Mer- 
rill to Irma, where the cooperative 
has four signatures as compared with 
the company’s fifteen contracts. 

Under date of August 4, 1936, the 
Commission received a_ petition 
signed by thirty-six residents along 
the proposed extension requesting the 
Rural Electrification Codrdination of- 
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fice to withdraw its objection to the 
proposed extension. 

At the hearing it developed that the 
cooperative project is now composed 
of two factions—those along the 
proposed extension who have broken 
away and now desire service from 
Wisconsin Public Service Corpora- 
tion, and those located for the most 
part farther east who insist that the 
others remain with the codperative 
program. 

It appears to the Commission that 
the geography of the situation should 
be a compelling factor in its decision. 
The two groups are separated by a 
considerable expanse of forest pre- 
serve. From the evidence before us 


it is apparent that a considerable ma- 
jority of residents along the proposed 
line and in Irma desire service from 
the company and that the company is 
ready, willing, and able under its ex- 


tension rules, to supply them with 
service at an early date. On the oth- 
er hand, the evidence before us also 
indicates that the codperative group 
in the towns of Schley and Russel is 
already of sufficient size to obtain a 
loan from the Rural Electrification 
Administration (REA), even with 
the loss of its seven signers in Irma 
and the four signers along the com- 
pany’s proposed route south of Irma. 
This conclusion is based upon REA 
releases stating that in order for a 
project to obtain a loan it must be 
composed of at least 25 miles of line 
and seventy-five customers. 

It would appear reasonable, there- 
fore, to permit each group to obtain 
service in accordance with the wishes 


of its majority, rather than to require 
those along the proposed extension to 
forego immediate service. 

The codperative promoters, how- 
ever, have indicated that if the com- 
pany were to build its proposed ex- 
tension to Irma, it might not be feasi- 
ble for the codperative line to extend 
in that direction from the east to pick 
up a few of its signers immediately 
east and north of Irma who have not 
signed for service with the company. 
They indicated that these farmers 
might then find it difficult to obtain 
service from the company if they de- 
sired it. 

From an exhibit submitted by the 
Rural Electrification Coordination of- 
fice it would appear that sufficient 
density has already been obtained in 
this area to justify its retention in 
the codperative project if those living 
in the area so desire, even though the 
cooperative does not serve Irma. If, 
however, it were later to develop that 
for reasons of engineering or lack of 
sufficient customer-density these farm- 
ers cannot be taken care of by the co- 
Operative project, or a majority do not 
desire to receive service from that 
source, the company would be re- 
required to serve them in accordance 
with its recently liberalized rural rate 
and extension rules. 

Based upon the foregoing facts and 
considerations the Commission there- 
fore finds and determines that the 
proposed rural extension is in accord- 
ance with public convenience and ne- 
cessity and that authority for the con- 
struction should be granted. 





15 P.U.R.(N.S.) 
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: fa What controlled atmosphere 


annealing means... 


the new controlled 
mosphere annealed 
CTRUNITE Boiler 
be at Booth No. 10, 
elfth National Ex- 
ition of Power and 
chanical Engi- 
ting, Grand Central 
lace, New York, 
by. 30th to Dec. Sth. 


{LECTRUNITE 


ME == 


S0ILER TUBES 





Lice a may 


@Controlled atmosphere annealing 
brings modern improvement to modern 
boiler tubes—ELECTRUNITE Boiler Tubes. 


The flat-rolled steel that is transformed 
into ELECTRUNITE Boiler Tubes by elec- 
tric resistance welding is absolutely free 
from scale on both surfaces. As it passes 
through the forming rolls, the surface 
is further improved by the cold work- 

ing or burnishing effect of the rolls. 

Thus, the tubes, as welded, possess a 


CORPORATION 


pS es 


TO USERS OF PRESSURE TUBING 


fine, smooth surface inside and outside. 


Here is what controlled atmosphere an- 
nealing means to users of pressure tubing. 
As the tubes leave the welder, they are 
passed through the latest-type controlled 
atmosphere electric bright annealing fur- 
nace. During passage through this furnace, 
the tubes are normalized at a temperature 
above 1650° F., producing exceptional 
uniformity in structure and ductility — 
WITHOUT THE FORMATION OF SCALE, 
Because of this process, users of pressure 
tubing have available in ELECTRUNITE a 
truly normalized tube with a fine, smooth, 
scale-free, cold-worked surface. 


If you are looking for a better boiler tube 
that costs no more than ordinary tubes— 
that is safe—that has received wide accept- 
ance—that makes possible economies 
in installation and service—you should 
know more about ELECTRUNITE Boiler 
Tubes. Write for complete information. 


“When writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF.” 
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Don’t Gamble With Valuable Record:! 


Protect Them wie 


KINNEAR FIRE DOORS 
AND FIRE SHUTTERS 


The most valuable asset of any business is ITS RECORDS. . .. An asset 
that if once destroyed can never be replaced at any price. So the failure 
to take every possible precaution against fire hazard is a terrific gamble. And 
unprotected windows and doors is one of the most commonly overlooked 
fire hazards. They provide easy entrance of flames from adjoining rooms or 
neighboring buildings and the lapping of flames from one floor to another. 
Kinnear Steel Rolling Fire Doors and Shutters are the reliable answer to this 
problem .. . as many utilities have already realized. A fire resisting steel 
curtain concealed in the casing; coiled on a barrel and equipped with mechanism 
that causes it to close AUTOMATICALLY and POSITIVELY in case of fire. 
A fire guard that’s on the job continuously! Many cases can be cited where 
Kinnear equipped buildings have been saved from tremendous loss. Let us tell 
you more about the Kinnear form of FIRE PROTECTION. 


The KINNEAR MANUFACTURING CO. 
2060-80 Fields Ave. Columbus, Ohio 


Offices and Agents In All Principal Cities 


Left: An installation of 
Kinnear Rolling Fire 
Doors. The automatic 
closing mechanism is 
held in readiness by a 
fusible link. Except in 
case of fire it remains 
disengaged from the 
door’s counterbalancing 
mechanism, permitting 
the door to also be used 
as a service door. When 
fire fuses the re le ase link, 
positively and a itomati- 
cally closing the door, 
sufficient tension remains 
on the counterbalance 
spring to enable people 
trapped in the fire zone 
to gain an exit. 


INNEAR 


ROLLING 35 DOORS 
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NIAGARA 


Two-Twenty 
WINTER AIR CONDITIONING UNITS 


(Re a BOY Se ERY EO i ro 





@ This unit, trim and dignified in appearance, in attractive Chateau Green 
or Regal Red, accentuated by the ebony black and sparkling chromium trim, 


makes a splendid appliance for your showroom. 


Its many unmatched features provide your salesman with an abundance of sound 
talking points by means of which they can convincingly show how, with gas, 
the homeowner gets from his heating and air-conditioning system what he 


wants most—unvarying comfort all winter long. 


— The design and construction of the Niagara Two-Twenty, its control mechan- 
tomatic 


isms, remarkable in the range of their operations, and its unmatched variable 


i speed direct-drive blower—all have been carefully worked out by Niagara 
remains 
engineers who have a record of forty-three successful years of supplying the 
nitting . . ° ° ° ° 
ye used American public with the best in home heating devices. 

When 

se link, ‘ : aa ds . “ 
toma An interesting manual, describing this Niagara Two-Twenty will be sent to 

oor, 

remains y . 

pe nm you upon request. 

people 

e zone 





THE FOREST CITY FOUNDRIES CO. 
2500 West 27th Street, 
CLEVELAND, OHIO 
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«TY * BOILER |. SAFETY *' 
Watch INSULATORS 


Water Gages V 


RIGHT DOWN ON THE 
BOILER ROOM FLOOR 


No more uncer- 
tain reading of 
lofty water gages 
. - no climbing to 
see water levels. 


With a Reliance 
PERISCOPE you 
look at a clear re- 
flection of the gage 
at eye height, in 
the mirror mount- 
ed on the floor 
stand. The mirror 
is adjustable so it 
does not have to 
be exactly in ver- 
tical line below the 
gage. 


.SA 


via N 
\ 
2 


, 





Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


BOILER 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop 
INSULATORS. 


~. SAFETY °*) 


f 


\ 


& 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 











oc 
Lid 
— 
O 
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The metal hood 
on the gage has a 
high grade mirror 
mounted in the 
inclined front, 
which transmits 
the image to the 











SAFETY 
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os 


a 
» 


BOILER + 


~s 
Ks 


y-\0 40 Al 
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BOILER 








This PERISCOPE for 
flat glass or Micasight 
gages. Illuminator be- 
hind gage lights water 
level clearly, mirror in 
hood reflects it to floor 
stand mirror without 
loss of clearness. 


Mirror Floor Stand 
adjustable in height 
from 4 to 6 feet. May 
be bolted to floor. 


free, easily cleaned—and 


efficient illumina- 
tion is provided. 
Fits tubular glass, 
prismatic, flat 
glass or Micasight 
gages. 


Installations of the 
Reliance PERI- 
SCOPE are per- 
manent, trouble- 
moderate in cost. 


Give yourself and your plant the convenience 
and added safety of a Reliance PERISCOPE. 


Write for descriptive folder 


The Reliance Gauge Column Co. 


5924 Carnegie Avenue 
Cleveland, Ohio 


SAFETY WATER COLUMNS 





| floor stand mirror 
— below. Special and © 


Reserved for 


a 


MSA. Advertiser 
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Dont sign your 
1937 contract | 


For Distribution Transformers 


until you conside? 
all these facts: 


Pennsylvania Transformers have the basic qualities which insure 
the MAXIMUM in service, economy and safety, because . . 


> circular—not rectangular—so that they withstand short circuits without dis- 


oils are of the open type, similar to power transformers—instead of the ordinary closed 
ype. 

‘oils are treated in varnish—not compound—and therefore will not soften under high 
temperature nor contaminate oil. 

‘oils, due to open type construction, have a low temperature gradient between copper 
and oil—a feature which permits greater overloads with perfect safety! 

‘oils are treated at a temperature limited to 105°C (the maximum permitted by A. I. 
).E.), thus assuring a permanently safe and pliable insulation. 

High-tension and low-tension bushings are bolted from the exterior of case, eliminating 
ecessity for handling tools on inside. 

fhe transformer insulation is properly co-ordinated with the flash-over of the bushings, 
hus providing necessary surge-resisting qualities. 

he transformer is so designed that radio interference is reduced to a minimum. 


These are fundamental improvements which result in 
transformers of longer life, greater reliability and lower 
maintenance costs. They are worthy of your careful 


analysis and consideration before placing your contract 
for next year’s requirements. 


Pennsylvania Transformer Company 
1701 Island Avenue, 
PENNSYLVANIA PITTSBURGH, PA. 
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Ever since the first Monroe Adding-Calculator was 
made 24 years ago, business has looked to Monroe 
to increase the output and cut the cost of 
business figures. 


Today, Monroe offers 197 models, each desk- 
size, each with the famous “Velvet Touch” key- 
board. There are calculators, adding-listing 
machines, bookkeeping machines, check writers, 
and check signers. And back of every Monroe is 
a nation-wide figure service operated through 150 
Monroe-owned branches. 


The Monroe office nearest to you will be glad to 
show you a “Velvet Touch” Monroe at work on your 
own figures. Write to us for a free copy of “Velvet Touch,” 
a booklet that describes 
the expanded Monroe line. 

Monroe Calculating Machine 
Company, Inc., Orange, N.J. 


NEW GROUP AND GRAND 
TOTAL ADDING - LISTING 
MACHINE 


Compact... convenient...with two 
registers, one for group totals and 
sub-totals, and the other for grand 
totals and sub-totals . .. automatic 
negative totals and sub-totals. 


# t » A nf 
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JUST OUT! Latest edition Hammermill 
Comprehensive Sample Book 
221 pages... yet only 5/2” x 8/2” in size 


HIS BOOK ought to be on your desk. 


In2 


)21 pages it samples the widest range 


bf papers for general office use made by any 


pne man 


Whe 
lesigni 


levelop 


Daign, 
ist, 01 
vill fix 
extur« 
Oo mee 


May 
books i 


Th 


ufacturer. 


ier you are ordering letterheads, 
2 the cover for your new catalog, 
ng your spring direct mail cam- 
vising the file cards in your mailing 
vroducing an offset broadside, you 
within the covers of this book a 
color, weight and finish of paper 
your problem. 


e you already have one of these 
your office, in which case we freely 


offer you one or more extra copies if you 
want to put them into the hands of your 
associates and assistants. If you do not 
already have this book in the drawer of 
your desk, we say to you honestly we be- 
lieve that you are missing something. Just 
jot your name and position on your busi- 
ness letterhead, say “‘Send me the Compre- 
hensive Sample Book” and it will come for- 
ward to you by mail. You won’t be bothered 
by any personal calls unless you invite 
them, but we believe you will thank us for 
urging you to have and use this cyclopedia 
of paper varieties. Address Hammermill 
Paper Company, Erie, Pa. 
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NEW 
DIAMOND CROWN 
SPEEDLINE STYLING 


NEW HIGH-COMPRESSION 
VALVE-IN-HEAD ENGINE 


NEW ALL-SILENT, 
ALL-STEEL BODIES 


f 


rH H/IlI 








THE ONLY COMPLETE CAR- 
PRICED SO LOW 


General Motors Installment Plan—monthly payments to suit 
your purse. Chevrolet Motor Company, Detroit, Michigan. 
*Knee-Action and Shockproof Steering on Master De Luxe models only. 














ee 


SS 


= 


PERFECTED IMPROVED GLIDING 
HYDRAULIC BRAKES KNEE-ACTION RiDE* 


(at no extra cost) 
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or the first time, the very newest 


fiings in motor car beauty, comfort, 


afety and performance come to you 
ith the additional advantage of being 


horoughly proved, thoroughly reliable. 


lew w CH VIROL cl 193/ 



































SAFE*Y PLATE GLASS GENUINE FISHER SUPER-SAFE 


ALL AROUND NO DRAFT VENTILATION SHOCKPROOF STEERING* 
.at no extra cost) (at no extra cost) 
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NORDSTROME®. VALVES 


HYAREBEAL | “UY \| TYPE 


RPS BLED 





11+ WITH THE GERTAINTY OF THE TID 


The Nordstrom Hypreseal Valve has already made great strides in 
handling extreme pressures and temperatures. More and more the 
Hypreseal is becoming the preference; its universal acceptance is 4 
certainty. The impervious seal, in combination with ‘“Sealdport’ 
lubrication, gives to this valve unusual characteristics that guarantee 


highly satisfactory performance. 


MERCO NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE ME‘ER Cl 


Memphis 


Main Offices: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, Columbia, % . 
1ensel 


Atlanta, Chicago, Kansas City, Tulsa, Houston, Los Angeles, Oakland. Canadian Representatives and 
Peacock Brothers, Ltd., University Tower Building, Montreal, Ouebec. 
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SEND FOR 
THIS FREE 
BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 

More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 

In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
“end for a copy. It may be the means of solving 

any troublesome painting problems. 





ONE 
OF 
71 


CUSTOM MADE 
PRODUCTS 


FLOORKOTE 


Dries in Four 
Hours 


A rapid drying, du- 
rable, gloss coating 
for concrete floors. 
Penetrates below the 
surface binding the 
grains together. Pro- 
duces tile-like finish. 
Available in many 
colors. Send for col- 
or card. 








Company 
Ohio 


The Tropical Paint & Oil 
1140-1300 W. 7Oth Street Cleveland, 


‘ 
oe 
v4 
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Internal Economies 
Are Important to Profits 





a 
page 
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The Harding Street Station of the Indianapolis Power & Light Company, Indianapolis. Designed and built by Man 
agement & Engineering Corp., Chicago. One of many central stations completely equipped with Link-Belt coal 
handling conveyors and traveling water intake screens. 





@ Net profits depend largely on 
efficient equipment. Conveying of 
coal and ashes is important enough 
in the operation of a power plant 
to deserve the most careful consid- 
eration. 

Link-Belt designs and manu- 
factures in its own plants every 
type of mechanical coal and ashes 


handling equipment that experi- 
ence has proved practical. Hence 
the recommendations of Link-Belt 
engineers are based solely on con- 
sideration of the requirements of 
the immediate situation. 

Consult us on your conveying 
and storage problems. Catalogs 
on request. 


LINK-BELT PRODUCTS 
Skip Hoists Water Intake Screens 
Power Hoes Rotary R. R. Car 
Weigh Larries Dumpers 

Coal Bunkers Crawler Cranes 


LINK-BELT COMPANY 
The Leading Manufacturer of Equipment for Handling Materials and Transmitting Power 


INDIANAPOLIS PHILADELPHIA ATLANTA SAN FRANCISCO 
Offices in Principal Cities 


LINK-BELT 


COAL AND ASHES HANDLING EQUIPMENT 
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Locomotive Cranes 
Chains, Wheels, Buckets 
Transmission Machinery 


Elevators and Con- 

veyors for all purposes 
Track Hoppers 
Crushers 


CHICAGO TORONTO 











tovember 19, 1936 


Public Utilities Fortnightly 63 





No. 13 of a series of messages to Public Utility executives pointing out oppor- 
tunities for load-building by promoting the use of electric arc welding 


Call on the manufacturers of 


METAL FURNITURE 


if you want to furnish your lines 


Free 


Instruction 
for Power 


Salesmen 
e 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Cleveland, Ohio. 


with K.W.H.* 


Electric arc welding affords manufacturers of home 
and office furniture a means of fabricating a highly 
salable product at a minimum of cost. That’s the 
reason these shops are such good prospects for elec- 
trical load. 


Are your power salesmen contacting this phase of 
the metal working industry? Are they sufficiently 
familiar with the ways in which arc welding can be 
used in the fabrication of various items of furniture 
so that they can recommend new applications, re- 
sulting in increased load? 


The Lincoln man can explain all these things and 
moreover can tell you of many other similar fields 
in which you have a real opportunity for increasing 
revenue. Make a date with him today or, if he is 
not located nearby, get in touch with THE LIN- 
COLN ELECTRIC COMPANY, Dept. YY-325, 
Cleveland, Ohio. Largest Manufacturers of Arc 
Welding Equipment in the World. 


* Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 Ibs. of electrodes per year. 


INCOLN 
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HERE’S HEAT-ON-WHEELS 


for those cool days 


in Spring and Fall 


and the damp ones 


in Summer 


H ERE’S an electric steam radi- 

ator on wheels. It is only 21 
inches high and 4/2 deep. Takes 
up but little room. Is good look- 
ing. Can be easily pushed from room 
to room and plugged in: Gives both 
convected and radiant heat, same as any 
free-standing radiator. 


Made in three sizes for 1012, 14 and 17% 
square feet of radiation. 


Is equipped with thermostat and automatic 
current cut-off. Cuts in at low pressure. 
Cuts out at a fixed high. 


Thoroughly guaranteed by Burnham, makers 
of heating equipment since 1873. 


Send for prices. Get the catalog for full facts. 
See for yourself it’s sales possibilities. 


IRVINGTON, NEW YORK 
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No weak spots for 
corrosion te attack— 
The Bethanized Wire 
can be wrapped 
around its own diam- 
eter witheut breaking 
or flaking its corro- 
sion-defying zine 
coating. 








hese fences Stand Up 
ars longer because they can 


Here are the quick facts. Unlike corrosion can creep in. Because Beth- 


other chain link wire, the zinc coating anized Wire can “stand the wrap,” 
on Bethanized Wire is chemically pure these Anchor Fences stand up for 
—free from any vulnerable iron con- many years beyond the lifetime of 
tent. It is smooth and uniform—free any other chain link fence—even in 
from rough or thin spots. And it is industrial atmospheres that are heavy 
extremely ductile—not hard, brittle with soot, salt, sulphur and other cor- 
and flaky. Twist the wire, bend it roding agents. And now there’s no 
double, wrap it around itself—you just premium—no extra cost—for Betha- 
can’t break the zinc coating and ex- nized Wire. 


the steel ion. 
Pe a a ee Send for the free book of facts about 


‘hink what that means. An Anchor these better looking, longer lasting 
Fence of Bethanized Wire is a fence Anchor Fences—and about Anchor’s 
w.4 no flaws in its pure zinc armor nationwide sales and erecting service. 
~-9 cracks or crevices through which Write today—to the address below. 


ANCHOR ‘fences 


°F AETHANIIEZ WIRE 
OR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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Lighting....vour BIG Loan 


FOR 
SATISFIED 
LIGHTING 
CUSTOMER 


Utility Lite 


We Suggest— 


GUTH A/zak INDIRECT EQUIPMENG. 


EFFICIENT 
ATTRACTIVE 
PERMANENT 
WELL-MADE 


Public Service Lite 


She FI WIN F. Guina ComMPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 
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LiL POW ER 


write its autobiography 





TAYLOR RECORDING THERMOMETER—In appearance, design 
and construction the highest type of modern recorder available today. 
Three types — Mercury-, Gas-, and Vapor-Actuated. Mercury type uses 
Taylor Accuratus Tubing, desi d to for temperature 
changes through which tubing passes and to assure correct bulb temper- 
ature readings. Dust-proof and moisture-proof cases for face-, or flush- 
mounting. Many styles of standard bulb assemblies are available to 
accommodate all types of apparatus. 





TAYLOR RECORDING PRESSURE GAUGES-~As fine and ac- 
curate an instrument as its brother Recorder of temperature. With 
latest refi and imp in design and comstruction. A 
pressure gauge of the highest type—long-lasting, efficient sad econom- 
ical in operation. In a rust-proof die-cast case which protects the inner 
mechanism against moisture and dust. For face-, or flush-mounting. 
Shown dimly behind the recorder is the Taylor Dial Gauge, cutstand- 
ing among indicating instruments. Easy to read ...durable...accurate. 








dy its accurate record as written by the pens of 


on Temperature Recorders and Cat- 


yylor Recording Thermometers and Pressure Gauges 


yuo é 


writ 


s—in te: 


sure, W 
jomet« 
pters ar 


er plant 


te rec: 
ruth a 
through 
prding ’ 
Gauge 
and ; 
se inst 
begin: 
exacti 
on with 


This 


ver thought of power 


g its life history? But it 
is of temperature and 
h the pens of recording 
and gauges. The chart 
vital records for every 
But they must be ac- 
ls—reliable records— 
nothing but the truth. 
ie medium of Taylor 
ermometers and Pres- 
power plants get pre- 
urate records today. 
ments are designed 
g to end to meet the 

requirements in con- 
1e production of power. 


They are built to be accurate—and 
to give exceptionally long and eco- 
nomical service. (Their charts are 
printed on specially developed paper 
to eliminate reaction to atmospheric 
changes and to provide the ideal 
writing surface.) 

Shown above are three types of 
modern Taylor Recorders designed 
for power plant use. A Taylor Re- 
cording Thermometer, a Recording 
Pressure Gauge, and : combined 
Recording Thermometer and Pres- 
sure Gauge, a necessity for super- 
heated steam lines. For more com- 
plete information regarding these 
instruments, write for Catalog 68J 


alog 68JF on Pressure Recorders. 
For more direct data on these and 
any other Taylor Instrument for 
Power Plants, ask a Taylor Repre- 
sentative to cover the ground with 
you. For Catalogs or a Taylor Rep- 
resentative, address Taylor Instru- 
ment Companies, Rochester, N. Y. 
or Toronto, Canada. Manufacturers 
in Great Britain—Short & Mason, 
Ltd., London, England. 


“lu 


indicating Controlling 


TEMPERATURE, PRESSURE and 
FLOW INSTRUMENTS 
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COMBINED METERS 


AND TIME-SWITCHES 
The Type HV instruments combine q 


standard singlephase HF watihour 
meter with a synchronous motor time. 
switch—in various switching arrange. 
ments—supplied with or withou! twol 
rate register. Low cost installation and 
ie cok vs a minimum space requirements :nake 
them desirable for metering and con. 


TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters tor Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 








* * DELTA-STAR PRODUCTS x x 


Air Break Switches up to 287 K. V. 
Boxes—Underground Cable 

Bus Bar Clamps—2, 3 & 4 Bolt Type 
Bus Supports—Indoor and Outdoor 
Bushings—High Voltage Entrance Tube 
Cable Supports—110, 220 and 600 volts 
Circuit Breakers—Oil-Blast Type 
Clamps—Non-ferrous Bus Bar 
Connectors—Clamp and Solder Type 
Control Switches—For Switchboards 
Crane Rail Supports—Steel Mill 
Cross Arm Switch Frames 
Disconnecting Switches—All Types 
Distribution Centers 

Distribution Connectors 

End Bells—Cable, Conduit 

Expansion Joints—Bus 

Fittings—Pipe ‘“‘UNICLAMP” 

Fuse Mountings, Indoor and Outdoor 
Fuse Switch Combinations 

Fuses, up to 132,000 Volts 
Grounding Switches 

Group Operated Switches, All Types 
Insulators—Switch and Bus Support 
Lugs—Solder and Solderless 


Metal-Clad Switchgear 

Motor Operated Switches 

Oil Circuit Breakers—Oil- Blast 

Oil Filled Cable Terminators 

Pipe Fittings—‘UNICLAMP” 

Pole Top Switches, up to 287 K. V. 
Potheads—Indoor and Outdoor 
Receptacles and Plugs, G00 Volt 
Roof Entrance Bushings 

Rural Line Switches 
Steel—Substation, Switch Frames 
Substations—Outdoor, Every Voltage 
Supports—Bus for Indoor, Outdoor 
Switches—Air Break, All Voltages 
Switchgear—Metal-Clad 

Switch Houses—Outdoor 

Switch Mounting Steel Frames 
Switch Operating Sticks 

Tee Connectors—Clamp, Solder 
Terminal Lugs—All Types 
Tongs—High Voltage Fuse 
Tubes—High Voltage Entrance 
Vault Units—Waterproof 

Vertical Break Switches—Up to 287 K. V. 
Vertical Lift Switchgear 


Delta~Star Q) Electric Go 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 
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Applicable to most any hammer job, 
this portable gasoline hammer performs 
BIG but costs LITTLE .. . drilling, 
tamping, rock breaking, concrete break- 
ing, sheeting driving, asphalt cutting . . 
all in a day’s work. 

In Illinois a street intersection consist- 
ing of reinforced concrete 10’ long, 3’ 
wide and 8” thick was demolished in one 
es hour and forty-five minutes. 

Another BARCO Unit drilling 200 
holes in rock, ranging in depth to 7 feet, 
more than paid for itself on one job. 


Write us for further performance facts. 


BARCO MANUFACTURING CO. 
1803 W. Winnemac Ave., Chicago, Ill. 


BARCO 


GASOLINE 
HAMMER 















BARCO,. ascu 
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Permaflector Lighting 











GimBELS, PittspurGH:—View of street floor, after installation of new Pittsburgh Luminaire No. 5025. 


- 


Intensity 


merchandise tripled—no glare—reveals fully this spacious and beautiful interior. 


LUMINAIRE NO. 5025 


Gimbel Bros. Department Store at Pittsburgh 
is one of those progressive establishments who 
firmly believe in the value of good lighting as 
an aid to bigger sales. 


In a recent newspaper advertisement, they 
say of their new lighting: “Proper lighting is 
a science, you all know. Now you can see how 
helpful this science is to you . . . in the 
absence of glare, in the ease of matching color, 
the determining of the exact shade you wish, in 
the pleasant, restful atmosphere which Gimbels’ 
modern system provides.” 


Luminaire No. 5025 is primarily a di 
lighting fixture, but has a slight indirect « 
ponent, sufficient to illuminate the ceiling, 
well as the exterior surface of the upper bo 
of the fixture itself. The bottom member 
equipped with a concentric louver, which h 
the light source, thus preventing glare. 


Write for full information on our new li 
inaire No. 5025 and details of the installa 
at Gimbels. Department stores all over 
country are renovating and modernizing, 
we believe this new unit offers the answe 
many of their problems. 


PITTSBURGH REFLECTOR COMPAN 


OLIVER BUILDING jme™ 


- ie = | 
4 4 J 
eae 
Permaflector 


PITTSBURGH, PA. 
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f KEEP THE 


MPERATURE 


WITHIN 
SAFE 
LIMITS 


FOR SAFE 
OPERATION 
OF DOMESTIC 
WATER HEATERS 


Every now and then, some 
domestic water heater “lets 
go”—to the ruin of itself and 
the damage of surrounding 
property. And someone won- 
ders what happened to the 
pressure relief system " 
little realizing that pressure 
relief alone is not sufficient; 
that the temperature of the water 
must be held within safe limits. 


KITSON has long recognized 
this principle of temperature 
limitation proved it 
by exhaustive investigation in 
laboratory and field. Accord- 
ingly, all KITSON Safety 
Devices (made under Lovekin 
patents) are designed to limit 
the temperature. KITSON 
devices give positive Emergency 
Relief! 


- 103 


Write for literature based on 
turd 


our study of this subject. 


bf There is no obligation. 
alve 


SON COMPANY 


fety Devices Quality Brass Goods 
Patents) for for Gas, Water 
Water Heaters and All Plumbing Uses 


ESTABLISHED /897 





The Trend 
to Dictaphone 
Sweeps On 


NEVER has interest in Dictaphone run so 
high as it does today. Businesses of every 
sort and size are turning to this modern 
dictating instrument—simply because it 
gets things done so quickly, smoothly, ac- 
curately and conveniently. 


Actual handling of correspondence is 
only the first of a long list of Dictaphone’s 
benefits. All day long, it lets men and their 
secretaries work, independent of each 
other’s time and convenience. Try out 
Dictaphone in your office. 


DICTAPHONE 


Sales Corporation 
420 Lexington Avenue 
New York City 
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Saving B. T. U's Is 
Saving Dollars 


A gain of several degrees in the 
Hotwell temperature is effected by 
the design of the C. H. Wheeler 
“Dual Bank” type condenser. 


When multiplied by the pounds of 
water passing through the condenser 
per hour, this degree increase rep- 
resents a saving of many dollars. 


C. H. WHEELER MFG. CO. 
19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 
C. H. WHEELER OF PHILADELPHIA 
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VVABI-IYPE 
COMPOSING MACHIN: 








Type instantly interchangeable. @ Spacing variable vertical an 
horizontally. ©@ Carbon paper or cloth ribbons. © Prin 


Bold Faced Headings. 


No other machine like it at any price. Saves its cost quickly. 
Essential wherever stencil duplicators or offset photography 
is employed. Beautiful work. « « « « 


— Write for Demonstration —— 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE «n NEW YORK, N. Y. 








Dependable servicelong hours 
of it—on and off-off and on! Utilities 
put Alashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial Alash- 


lights and batteries have proven they can 
Pictured here, the famous guar- 
take it. That's why each year more and more enteed foolproof Rotalplic 
Switch- aia a a 


utilities specify “Ray-O-Vac”’. Vac featur 


RAY-O-VAC COMPANY. : 


Formerly FRENCH BAT Y COMPANY 3 
MAIN OFFICES and PLANT ‘MADISON WISCONSIN ie 
Additional Factories at Clinton, Massachusetts, Lancaste Dhio 
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/ MODERN 
EQUIPMENT 
far 
MODERNIZATION 
PROGRAMS 


Never before has The Babcock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that 
are now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 

Since 1929, the Company has developed, or announced as available: 
new types of boilers, a new water-cooled furnace construction, a pul- 
verizer of 50-tons capacity, new types of fuel-burning equipment, and 
many improvements made in its other products. 

The Babcock & Wilcox Company is fully prepared to help producers 
of power to carry out modernization programs involving changes, such 
as the installation of modern slag-tap furnaces with water-cooled floors, 
high-pressure boilers super-imposed on existing low-pressure systems, 
or high-pressure high-temperature units. 

Babcock & Wilcox Engineers will be glad to discuss with executives 
and engineers the economic application of these new and improved 


products, 


The Babcock & Wilcox Company ... 85 Liberty Street ... N.Y. 


.. BABCOCK & WILCOX 
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wal heal 
do 2 thingh 


... Deliver feedwater at 
saturated steam temperature 


... Completely remove 


corrosion-causing oxygen 


ELLIOTT 


DEAERATING HEATERS 


do both 


Above: Two 
vertical cast 
tron deaerating 
eaters 
mounted on 
vertical steel 
plate storage 
tanks. 
At right: Hor#- 
zontal, cast tron 
deaeratin 
heater, avail- 
able in all sézes. 
N-936b 


ELLIOT 





Deaerator and Heater Department: JEANNETTE, PA. 
District Offices in Principal Cities 


IF YOU ARE NOT HEATING FEED WAT 
to saturated steam temperature, you are losing 
valuable heat units, representing a consta it draj 
on profits. 

If you are not removing corrosion-caus) 1g oxy. 
gen from feedwater, your boilers, economi ers and 
piping are constantly subject to the inroa'|s of jt 
pernicious activity. 

Both of these conditions can be positively cor. 
rected by an Elliott deaerating heater, th: desig 
features of which insure both the heating of feed. 
water exactly to saturated steam temperat ure, and 
the complete removal of dissolved gases. You can't 
get better performance than that. 

Elliott engineers can fit a deaerating heater to 
your plant conditions. Get the facts — write fo 


Bulletin D-3. 


Above: The 
second Elliott 
deaerating 
beater of more 
than 1,000,000- 
1b. per br. ca- 


pacity, in one 

of me largest 

manu, 

blants in the 
ld. 


wor 
At right: Ver- 
tical deacrath 


storage tank. 


COMPANY 


PITTSBURGH, PA. 
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THE 
S9MBOL 


SUSTAIN EO 
meee 


OU'LL go a long way 
before you read a bet- 
sermon on the value of 
wality—and the danger 
low prices—in the pur- 
ase of Water Meters. 


4 


Il we'll add is this... that Trident and Lam- 
Water Meters are “recognized proven products,” known 
e world over for sound design, excellent workmanship, low 
pintenance cost, sustained accuracy . . . and for interchange- 
bility of parts that wipes obsolescence and deterioration off 
e ¢ books and protects the value of your investment through 
s. A type for every service... made by Neptune 
eter Company (Thomson Meter Corp. ) 50 West 50th Street 
ockefelier Center), New York City...also ... Neptune 
eters, Ltd., Toronto, Canada. 


Trident and Lambert Wa 
ter Meters, Split Case Type 
— for installation where 
frost is not apt to cause 
damage. These Meters are 
also made in Frost-Proof 
Type, with Breakable Bot- 
tom that protects against 
damage due to expansion 
in freezing. 


ORE THAN 6 MILLION MADE AND SOLD THE WORLD OVER 
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CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 
All types of Building Wire and all 


kinds of Special Cables to meet 
.S.1.M., A.R.A., LP.C.E.A. 

and all Railroad, Government an 

Utility Companies’ Specifications. 











Whether it's Railway Signal Cable (as shown in 
the illustration), Varnished Cambric Cable, Control 
Cable, or any one of a hundred other types made by 
Crescent, you can always depend on the “built-in” 
factor of safety that distinguishes the Crescent line. 


CRESCEN?7 


INSULATED CILIA g \ & CABLE CO. INC 
TRENTON, NEW JERSEY. 
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C utting CU Bad Debt Loss 


To 
one 


percent: 


g/ 100" of 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 
Undoubtedly one of the important factors in this fine showing is their 


Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 
connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


[-  DICTOGRAPH -TELEMATIC 
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New HI-SPEED L&H Calrod 
to further L&H Range sales! 


HIS is NEWS! It means scaring 

sales for every L&H Range ceal 
... now that L&H Electric Ranges wil 
have the new, improved Hi-Speed 
L&H Calrod—in addition to a! ¢ 
other L&H exclusive, sales-pulling 
features. Write or wire for complete 
details. 


A. J. LINDEMANN & HOVERSON CO, 
Milwaukee Wisconsin 
New York Chicago San Francisco 


























Reserved for a 


MSA. Advertiser 
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galloping hoofbeats of the Pony Express have 

ed into history. Today's requirements demand 
re service of huge airliners for the rapid 

ail. » » Likewise, 1936 metering demands 

t by Detachable Metering. » » The Westinghouse 
etachable Meter in particular assures the most 
sful and economical answer to the six modern 
ig requirements. Call your nearest Westing- 
Office for full details. J 40013 
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GARRISON 


The Modern DRY Method of | 
FIRE Extinguishment 





BULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVES 








Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 


tor of electricity. Doesn’t evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). . 


Garrison Fire-Detecting elements can be 
placed inside transformers, condensers, tur- 
bine sets, etc., as well as in exposed areas. 
Such elements (systems) can be arranged 
so as to automatically and instantly actuate 


Garrison apparatus upon detection of a dan- 
gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 


Send for our New Brochure—‘The Modern 
Dry Method of Fire Extinguishment’”’ 


Sole Exclusive Manufacturing and Sales License under 

all Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and patents 

applied for—and foreign patents both issued and 

bending—as well as under Garrison ‘patent applica- 
tions pending.” 








ABAD FIRE . . . 250 gallons of oil, and 20 
gallons of gasoline in a pit 20 « 10 feet, 12 
inches deep. Burning 3 minutes. 





Extinguished in 27 seconds, with Garrison 
Dry Compounp. 


GaRRION/ GARRISON ENGINEERING CORPORATION 


Factories and Executive. Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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ESSENTIAL CO-ORDINATION 


The steel arch span bridge relies on the co-ordination of each component part to perform 
its function dependable. It, like the Kisco Return-to-Boiler System, is the result of 
careful engineering. No mechanism can function minus this essential co-ordination. 

















In the fullness of Time alone is a manufacturing concern’s true worth to an industry 
revealed and established. The Kisco Boiler & Engineering Co., has given freely for 
research and experimentation, necessary to acquire the knowledge and experience that 
permits the manufacture of products of outstanding superiority. 


When You Specify— 


KISCO FLUELESS OR CABINET GAS BOILERS 
KISCO AUTOMATIC WATER FEEDERS OR REGULATORS 
KISCO AUTOMATIC RETURN-TO-BOILER SYSTEMS 
KISCO EXHAUST FANS AND AIR RECIRCULATORS 
YOU are assuring yourself not only of long, dependable service and satisfaction but you 


also know that Quality is built into each unit, which is backed up by a company 
financially responsible for its Guarantee. 





ACTS Write for these Books and Learn Why... 


The Kisco is “The Choice of the Well- 
Informed.” There is no substitute for Kisco 
Quality or Experience. Each and every 
Kisco product was placed under the most 
severe tests before being released. We have 
no yearly models. Also write for Bulletin 
P.U. 11-2. 


1a) OL 


ne ene 
aN 











KISCO BOILER & ENGINEERING CO. 


4333-35 DUNCAN AVE. | ST. LOUIS, Mo. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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Cities Service Lubricants 
Battle Against Waste 


ama | 





ARSIGHTED operating Bit. sume slowly; to give protec- 
executives realize what ¥ B* tion against unnecessary 
= breakdowns and replace- 


the effects of waste, 
caused by improper lubrica- ment costs; and to keep ma- 
tion, can do to the earnings state- chinery moving smoothly, quietly, 
ments of their company. That is powerfully, without needless in- 


why so many choose Cities Ser- _terruptions. 


vice lubricants to assist them in ee oe F 
eliminating unnecessary waste en ee "7 : 
id ie clin dem senna ucts are backed by an organiza- 
adie tion whose experts have the 

: benefit of 73 years of practical 


Cities Service lubricants in ac- lubrication experience. One of 
tual service have proved their these experts will be glad to dis- 
ability to cut down power losses cuss your lubrication problems 
due to excessive friction; to con- with you. 


* 
CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 
Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oils 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 








Cities Service Radio Concert every Friday evening, 8:00 P. M. Eastern Standard Time. 
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19 International Trucks have been placed in service the last few months by the New Orleans Public Service, 
Inc., New Orleans. The truck shown here is a Model C-5 used for meter service work. 


NTERNATIONAL TRUCKS 


he COMPLETE Line. . 31 Models .91 Wheelbases 


HALF-TON to SIX-WHEELER 


ternational Trucks! ‘There are 31 models in 91 wheelbases. All haul- 
g needs are completely met with these trucks of six distinct types: 


Conventional 4-wheel trucks in 14 models and 41 wheelbases. 
Two-speed rear-axle trucks in 4 models and 14 wheelbases. 
Dual-Drive 6-wheelers in 4 models and 12 wheelbases. 
Trailing-axle 6-wheelers in 5 models and 14 wheelbases. 


Trailing-axle 6-wheelers with 2-speed driving axle—3 models and 
8 wheelbases. 
Cab-over-engine truck in 1 model and 2 wheelbases. 


uality trucks with a 35-year reputation, backed by dealers and Com- 
any-owned branches everywhere—a matchless service organization. Is 
any wonder that men with every kind of trucking job come to Inter- 
tional for trucks to meet their needs completely? All models available 
h easy time-payment terms at low rates. Ask for a demonstration. 
ydraulic brakes on all models except three heavy-duty units equipped 
ith air brakes, 


Chassis Prices 


°415 


and up, 
f. o. 6. factory 


When you come to Inter- 
national Harvester you can 
buy just as much truck 
as you need. Our repre- 
sentatives will not ask 
you to buy more. Your 
own judgment will tell you 
not to buy less. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue Chicago, IHinois 


INTERNATIONAL TRUCKS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly November 19, 

















Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial prope:ties, 
with illustrations of their application to specific valuations. ‘The book includes q 
synopsis of all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation. 


J ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 


Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 


Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the lowa Engineering Experiment Station. They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 
—— the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
—— the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 








Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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American Red Cross 
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Sharing the wealth: 1936 


When you hear the horseback economists 
talk glibly about the “corporate wealth of 
America” do visions of huge piles of cash 
rise glittering in your mind? 


That’s too bad—the reality is so confusingly 
different! 


This wealth of the nation is in factories, tools, 
materials, machines for the most part—and its 
greatest value to you and to the country is in 
the new wealth it can produce each year in 
the form of finished products. 


In many large businesses, annual sales are as 
great as the total capital investment. In other 
words for every dollar these businesses are 
worth they create a hundred cents’ worth of 
new wealth each year. 


Now, where does this new wealth go—into 
the pockets of the owners and the manage- 
ment? No, indeed—not by a flock of digits! 


It puts on overalls—pours back into circula- 
tion—to give other businesses and other men 
a chance at prosperity. It goes to cover pay- 
rolls, the purchase of raw materials, neces- 
sary plant improvement, new product design, 
taxes, dividends and the like. 


A vivid example of this process is the recent 
statement by the Ford Motor Company that 
in the 32!/2 years it has been in business it has 
received $12,848,000,000. 


Dollars in overalls 

dollars invested 
in plants and 
equipment —create 
new wealth and 
new jobs 


Of this income, the vast bulk (93.73 per 
cent) immediately became outgo. For wages 
and materials over that pact eg the company 
paid out $11,466,000,000—for taxes, $576,- 
416,000—the remainder it used in maintain- 
ing, operating and expanding its industry, 
and with it built branches in 52 American 
Cities. 


This is typical of what happens in most well- 
managed American businesses. 


The profit records show that a// corporations 
in the manufacturing industries during the 
years 1923-1933 averaged just a trifle over 
4 per cent annually on their investment, or 
41/5 cents per dollar of sales. 


It offers an object lesson of the foolishness of 
talk of dividing ‘‘wealth” when shoolboy 
arithmetic as well as the steadily rising 
American standard of living shows the wis- 
dom of multiplying it! 


This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copyto NATION’S BUSINESS, 
WASHINGTON, D. C. 
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PARTNERS 


In Good Salesmanship 


SALES-MINDED Transit is today outstanding among 
the industries in its adoption of modern methods and 
equipment. To transit operators themselves this has 
meant the opening of a broad vista of public service. 
To the public it has meant new facilities for greater 
enjoyment of community life. To the merchants and 
business men of American cities, towns and villages, 
it means effective stimulation of the factors which pro- 
mote and maintain trade .. . movement of people, 
circulation of money, movement of goods. 


In this, Car & Bus Advertising as conducted by 
Barron Collier, has long been and will continue to be 
an important factor... a partner in transit service to 
the community as a whole. 


BARRON G. COLLIER 


INCORPORATED 
CANDLER BUILDING, NEW YORK CITY 
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ROBERTSHAW 


FOR THE MOST DIVERSIFIED LINE OF 


SPACE HEATER THERMOSTATS 








ROBERTSHAW THERMOSTAT COMPANY 
YOUNGWOOD, PENNA. 


Manufacturers who have specialized in thermostats since 1899 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 











Economy of floor 


space appeals 
to housewives 


everywhere 





é Model 63S , Balanced, easy lifting. 
Shoe pulls up with 

one finger. Self-lock- 

ing, rigid, folding leg 


Takes No More Floor Space | and table. 
Than Kitchen Chair 


It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers aftord a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR.. PRESIDENT 
HURLEY MACHINE COMPANY 


sgth Ave. and Cermak Road, Chicago, Ill. 
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American Engineering Company 
American Red Cross 





Anchor Post Fence Company 





Arco Company, The 








Babcock & Wilcox Company, The 
Barber Gas Burner Company, The 
Barco Manufacturing Company 








Black & Veatch, Consulting Engineers 





Blaw-Knox Company 
Buffalo Forge Company 








Burnham Boiler Corporation . 
Burroughs Adding Machine Company. .............22..........:-:0c0:::ceeceeseeeeeseees 








Cc 
Carter, Earl L., Consulting Engineer 
Chapman Valve Manufacturing Company, The 
Cheney, Edward J., Engineer 
Chevrolet Motor Company 





Cities Service Company 





Collier, Barron G., Inc. 





Combustion Engineering Company, Inc. 





Connelly Iron Sponge & Governor Company 








Copperweld Steel Company 
Coxhead, Ralph C., Corporation 








Crescent Insulated Wire & Cable Company, Inc. 


D 
Davey Tree Expert Company, The 








Delta-Star Electric Company 
Dennison Manufacturing Company 
Dictaphone Sales Corporation 











Dictograph Products Company, Inc. 
Ditto, Inc. 





E 
Electric Storage Battery Company, The 
Electrical Testing Laboratories 
Elliott Addressing Machine Company, The 











Elliott Company 
Estate Stove Company, The 


F 





Ford, Bacon & Davis, Inc., Engineers 
Forest City Foundries Company, The 





Frigidaire Corporation 


G 





Garrison Engineering Corporation .. 
General Electric Company 








Golden-Anderson Valve Specialty Company 





Goodrich, B. F., Company, The 





Grand Rapids Loose Leaf Binder Company 
Grinnell Company, Inc. 





Guth, Edwin F., Company 





H 
Hammermill Paper Company 








Hays Manufacturing Company ..... 





Hoosier Engineering Company 





Hurley Machine Company 
Hygrade Sylvania Corporation 








Ilseo Copper Tube & Products, Inc. 
International Business Machines Corporation 





International Harvester Company, Inc. 





I-T-E Circuit Breaker Company 





(Concluded on Page 92) 
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STEEL BUILDINGS 





Caproni of miles * cape res hay 2 . structural i. 2 2 

work necessitatin i speciali rication .. . 

enormous areas et tecaeged open flooring ...stand- CLAMSHELL BUCKETS 

ard steel buildings for all uses... gas cleaners for natural 

gas lines. .. steel forms for concrete tunnels, walls, etc., ; : 

... Steam purifiers, desuperheaters...clamshell buckets the rigid standards of Public Utility ) par 
... and other products of Blaw-Knox manufacture are chasing is proof not only of the merit of the 
at work for the Public Utilities of America. products themselves but of the house behind 


The fact that Blaw-Knox Products are in accord with the products. 


BLAW-KNOX COMPANY 


2067 FARMERS BANK BUILDING, PITTSBURGH, PA. 
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Jackson & Moreland, Engineers 





Jensen, Bowen & Farrell, Engineers 





Johnston & Jennings Company, The 
K 





Kerite Insulated Wire & Cable Company, Inc., The 
Ketchum, Inc. 








Kinnear Manufacturing Company, The 





Kisco Boiler & Engineering apere - 
Kitson Company 








Klein, Mathias & Sons 


L 


Lincoln Electric Company, The 
Lindemann, A. J. & Hoverson Company 








Link-Belt Company 





Merco Nordstrom Valve Company 





Mercoid Corporation, The 





Monroe Calculating Machine Company, Inc. 
N 





Nation’s Busi 
National Carbon Company, Inc. 








National Electric Products Corporation 





Neptune Meter Company 
Oo 





Owens-Illinois Glass Company 


P 





Pennsylvania Transformer Company 





Pittsburgh Plate Glass Company 





Pittsburgh Reflector Company 





Power Transmission Council 





Public Utilities Reports, Inc. .... 





Pyrene Manufacturing Company ese 





Ray-O-Vac Company 





Reliance Gauge Column Company, The 





Remington Rand, Inc. 





Ridge Tool Company, The 





Riley Stoker Corporation 
Robertshaw Thermostat Company 








Royal Typewriter Company, Ine. ..... 


8 
Safety Equipment Service Company, The 





Safety Gas Main Stopper Company 





Sanderson & Porter, Engineers 








Sangamo Electric Company 
Silex Company, The 








Simplex Valve & Meter Company ... 7 





Socony-Vacuum Oil Company, The 





Spooner & Merrill, Inc. 





Star Brass Manufacturing Company .......... 





Steel and Tubes, Inc. 
T 





Taylor Instrument Companies 





Titan Valve & Manufacturing Company, The 





Tropical Paint & Oil Company, The 





U 
United States Electric Mfg. Corp. ............ 
* 








Victor I lat 





Vulcan Soot - dy "Goumesadion 


Ww 
Wagner Electric Corporation 





Walker Electrical Company 





West Bend Aluminum Company 





Westinghouse Electric & Manufacturing Company 





Wheeler, C. H., Manufacturing Company 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « 














DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Ford, Bacon & Davis, 3nc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORK DALLAS 








CHICAGO 





NEW YORK 


SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


SAN FRANCISCO 








BLACK & VEATCH 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
PUBLIC UTILITY 


VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate Investigations 
Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 





SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations Valuations 
20 North Wacker Drive Chicago, Ill. 
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WAGNER 
TRANSFORMERS . . 

















have these advantages: 


Built from special non-aging silicon steel i 
has high magnetic permeability, and has 4 
low hysteresis and eddy-current losses. 


2 Laminations are sheared with the grain of 
iron,—the direction in which magnetic {fl 
counters the least resistance. 


3 Each shipment of silicon steel is subjected to 
acceptance tests ;its chemical, electrical, and 
ical characteristics must meet rigid specificat 


(Left)—Special weighing crane used to weigh each lot of 
iron when received, and when released for shearing. There 
is no guesswork in Wagner production—from the time the 
raw material is received until the complete transformer is 
shipped, every step in ye yg e is carefully watched to 
exclude faulty material. Only in that way has Wagner found 
it possible to constantly improve transformer quality. 








4 Simple magnetic circuits are used. 


5 The core is never impregnated—makes it pe 
to install new coils with minimum o 


4 After shearing, all laminations are carefully 
nealed in an electric annealing furnace. 


(Left) — Electric anneal furnace in which core iron 
laminations are annealed. The use of electricity for heating 
permits absolute control over the temperature, of extreme 
importance in annealing operations. Variation in tempera- 
ture causes erratic core losses—hence, great care is ex- 
ercised to assure the same temperature thruout each 
annealing operation. This annealing operation is made 
necessary by the unavoidable handling of the sheet steel 
during weighing, stacking and shearing, each strain to 
which it is subjected setting up strains in the steel which 
lower permeability and increase hysteresis losses. 





Complete details about Wagner distribution transformers are 
fully described in Bulletin 180. Write for your copy today. 


WagnerElectric Orporation 


6400 Plymouth Avenue, SaintLouis,US.A. *") 


TRANSFORMERS MOTORS FANS BRAKES | 
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There are 2 Kinds 
of Buyers 


There are two kinds of buyers eee 


professionals and amateurs. 


Some people are amateurs all the 
time and on all the buying they do. 
Some are professionals part of the 


time and amateurs part of the time. 


The principal professional buyers, 
of course, are purchasing agents, plant 
superintendents, architects, engineers, 
contractors, general operating officials, 


corporation executives. 


The amateur buyer makes his pur- 
chases on the basis of hunch, emotion, 
temporary desire, prejudice. The 
professional does his buying on cold, 


logical, analytical grounds. 


He has to, if he is going to survive 
and if his company is to operate 
profitably. He must, because so many 
of his purchases are costly in them- 
selves; and because practically all 
these purchases have such a direct 
bearing upon the costs and selling 


prices of his company’s products. 


Advertising to the professional isn’t 
so romantic and interesting as adver- 
tising to the consumer. Because it 
isn’t so interesting, it is often com- 
paratively neglected. But the big units 


of sale are mostly in the professional 


bracket, and these add up often to 


large volume. 


You can readily see that the same 
kind of advertising won't work for 
both classes of buyers. As a matter 
of fact, the same kind of advertising 
brains won't work for both. Many a 
mind which can work magic with 
consumer advertising and consumer 
sales is unfitted for the totally difler- 
ent problem of sales in bulk. 


Agencies, like individuals, can do 
certain things better than they can do 
others. They should be hired to do 
the things they can do best. Ketchum 
MacLeod & Grove, in addition to its 
consumer selling, possesses an experi- 
ence equaled by few agencies in the 
country in selling to the “hardened” 


professional buyer. 


There are men in this agency whose 
whole adult years have been devoted 
to that kind of work. We know indus- 
trial selling. We know the industrial 
market. We know how to advertise 
to it, sell to it, build it up. 

Maybe your industrial advertising 
needs an agency skilled in it. 


Ketehum., MacLeod 


& Grove, Ine. 
Koppers Building, Pittsburgh 
ADVERTISING 
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IFTEEN years ago, G-E turbine engineers de- 

veloped the “airtest”—an inquisitive, probing 
machine which, ‘by means of wood models; plaster 
casts, and finished sections, has: enabled a»clear 
understanding of high-velocity steam flow through 
turbine nozzles;and buckets. 


This machine typifies the kind of engineering that 
has made practi¢able"today.the production of a 
kilowatt-hour from less, ththone pound of coal. 
It is ar’ example of the devélgpment work: that 
has enabled the industry as a whole to reduce 


coal consumption per kilowatt-hour by 50 per 
cent since 1920, 


We wish we ‘knew how much of this “vast Saving 
might be attributed to General Eléttricturbine, 
development. We praise sincerely the ‘manu- 


STEAM STREAM 





i ee a 


oe 





facturers of greatly improved boilers and 
—the consulting engineers—your ownopt 
men. Yet if you were to’ segregate all of th 
tributing factors, applying conservative wd 
valués to-specific Général Elettric dev 
we believethat iri’all fairnesstyou would a 
our conclusion—that G-E turbine devel 
since 1920 is today’ worth close to $100p 
a year.in total, fuel saved. 


Our purpose in making these statements ig 
to direct your attention to the intrinsic ¥ 
the ‘General Electric product; then, to im 
thé wide spread benefits that G-E enginee 
research bring to the entire industty—® 
that you are certain to share with you 


‘ “purchase from General Electric. 





